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MONDAY, FEBRUARY 20, 1956 
UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to call, in room F-39, 


the Capitol, Hon. A. Willis Robertson (chairman of the subcom- 
mittee) presiding. 


Present: Senators Robertson, Hayden, Dirksen, Potter, and Carl- 
son. 


POST OFFICE DEPARTMENT 
OFFICE OF THE PosTMASTER GENERAL 


STATEMENTS OF ARTHUR E. SUMMERFIELD, POSTMASTER GEN- 
ERAL; MAURICE H. STANS, DEPUTY POSTMASTER GENERAL; NOR- 
MAN R. ABRAMS, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
POST OFFICE OPERATIONS; E. GEORGE SIEDLE, ASSISTANT POST- 
MASTER GENERAL, BUREAU OF TRANSPORTATION; ORMONDE A. 
KIEB, ASSISTANT POSTMASTER GENERAL, BUREAU OF FACILI- 
TIES; EUGENE J. LYONS, ASSISTANT POSTMASTER GENERAL, 
BUREAU OF PERSONNEL; ABE McGREGOR GOFF, THE SOLICITOR; 
DAVID H. STEPHENS, CHIEF POSTAL INSPECTOR; L. ROHE 
WALTER, SPECIAL ASSISTANT TO THE POSTMASTER GENERAL; 
HARRY L. BROOKSHIRE, EXECUTIVE ASSISTANT TO THE POST- 
MASTER GENERAL; JOSEPH D. COOPER, EXECUTIVE ASSISTANT 
TO THE DEPUTY POSTMASTER GENERAL; LINDSLEY H. NOBLE, 
DEPUTY CONTROLLER; AND CLARENCE N. BRUCE, DIRECTOR, 
DIVISION OF BUDGET 


GENERAL STATEMENT 


Senator Rosertson. The committee will please come to order. 

The first witness this morning will be the Postmaster General. 

Mr. Summerrievp. Thank you, Mr. Chairman and members of the 
subcommittee. May I begin the statement by saying that it is a pleas- 
ure to be here and I appreciate this opportunity very much of meeting 
with you this morning. 

At the meeting of a year ago before this committee for the Post 
Office Department, we were represented by our then very able Deputy 
Postmaster General Charles Hook. Mr. Hook has left the Depart- 
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ment to reenter private business, and of course we miss him greatly, 
and I am sure the members of this subcommittee do likewise. 

We have with us this morning as a successor to Mr. Hook, a new 
Deputy Postmaster General, Mr. Maurice H. Stans, of Chicago, IIl., 
who was executive partner of Alexander Grant & Co., one of the 
largest accounting firms of the Nation, and formerly president of the 
American Institute of Accountants. Mr. Stans will make the formal 
presentation this morning. 

Mr. Stans. 

Mr. Srans. Mr. Chairman and members of the committee, I would 
like in turn to begin by saying that it is a pleasure for me to be here 
and I appreciate the opportunity of meeting with you for the first 
time in an official capacity. 


RESTORATIONS REQUESTED 


As indicated in my letter of February 14, 1956, to the chairman, 
we find it necessary to ask for restoration to our 1957 budget of cer- 
tain funds which the House of Representatives reduced “from our 
estimates in the passage of H. R. 9064. 

Our budget estimates for fiscal 1957 totaled $3 billion. The ap- 
propriation bill, as p: assed by the House, made reductions in each of 
our 5 appropriations, the total reduction being $26,100,000, as follows: 


I ah li ca ts hs Saat elppae dain es aim ain ib aan ani $10. S80, 000 
I I ccc ele eee all eee orgie niet ere elena 10, 000, 000 
In ala celal 4, 175, 000 
I I a th A Tela keno ced 1, 000, 000 
Neen nn en en ee cial jini te te Oe 45, 000 

a 8 re erie gta a 26, 100, 000 


The report of the House Commitee on Appropriations does not 
state any specific reasons for these reductions, although it does express 
two indirect comments that might have some bearing: 

(1) A belief that the Inspection Service is performing much work 
which is purely managerial in nature, and that it should be limited 
to investigative functions. 

(2) A suggestion that there is room for improvement in the record 
keeping and stocking of certain items of postal supplies. 

Neither of these comments could reasonably account for anything 
more than a very minor cut in our request; the rest is unexplained. 


URGENCY OF REQUEST 


We find it urgently necessary to request that all of the reductions 
imposed by the “House be restored to our budget except the $45,000 
cut in the appropriation for finance. 

For your consideration today, we would classify the $26,055,000 
that we ask be restored into two categories of urgency: 

1. The reductions in “Operations and Transportation” totaling 
$20,880,000, which in our opinion cannot be accomplished without 
failure to render essential postal service to the public; and 

ie he reductions in appropriations for “Facilities and Adminis- 
tration” totaling $5,175,000, which would require us to reduce expen- 
ditures for new equipment and vital research and, therefore, would 
delay needed improvement in operating conditions that in the course 
of tinge would make possible savings of much greater amounts. 
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I propose to expand on these matters later in this statement. 
Before doing so, I want to talk briefly about our budget as a whole 
and give you certain items of information which will. put our 1957 
requirements in full and proper perspective. This seems to be a nec- 
essary step since the absence of any indication as to the reason for the 
reductions imposed by the House makes it difficult to direct this appeal 
toward any individual items or functions. 


REASONS FOR REQUEST 





As compared with our budget for 1956—after including in it $150 
million for an expected supplemental appropriation to cover the cost 
of wage increases under Public Laws 68 and 94—we have asked for an 
increase of $128 million for 1957. 

Here is an analysis of the purposes for which we need this additional 
$128 million: 

(a) First of all, fiscal 1957 will feel the full impact of the salary in- 
creases resulting from reclassification provisions of Public Law 68, 
which became effective on December 3, 1955. Since fiscal 1956 had this 
cost for only a part of the year, we will need in 1957 an additional $28 
million, which is obviously a completely uncontrollable item at this 
point. 

(6) Our 1957 submission provides for stepped-up activity in the 
light, color, and ventilation program. We requested $18 million for 
that purpose, as against $8 million available in 1956, or an increase of 
- million. 

c) In order to continue on the program of modernization of our 
cgi. we requested $35 million for new equipment and other 
capital improvements, as against $25 million for similar items in 
1956. This is an increase of $10 million. 

(d) Although we expect further economies in our transportation 
costs, it will not be possible to absorb the full increase in mail volume 
and in compensation paid to highway carriers without increasing our 
transportation expenditures about $7 million. 

(e) We believe the time has arrived for a further expansion in our 

research and development program. Our plans call for expenditures 
of $3 million in fiscal 1957, against only $800,000 in 1956, an increase 
of over $2 million. 

Senator Porrer. What do you plan to do in that research and devel- 
opment ¢ 

Mr. Stans. I will elaborate on that further along here if I may. 

Senator Porrer. All right. 

Mr. Srans. (f) The necessarily increasing size of our postal plant 
has been pushing our rent and other occupancy costs up year by year. 
In fiscal 1957 we expect that these costs and increases in maintenance 
supply requirements will be above those of fiscal 1956 by $15 million. 

(7) The continuing numerical and geographical expansion of our 
population will require us to add an estimated 5,689 man-years of work 
to our city carrier service. This will raise our city delivery costs. 
including mnitee ms, above those of fiscal 1956—excluding the pay 
increase factor—by $30 million. 

(h) We will need a slight increase in other personnel, although 
much less in proportion than the increase in mail volume. Most of 
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this increase will be in post-office clerks in which increased staffing 
will account for about $18 million, not including the pay increase 
factor. Other personnel increases in all other categories bring this 
to $26 million. 


INCREASE OVER 1956 BUDGET 


So the total of all our increased requests for fiscal 1957 over our 
budget for fiscal 1956 is $128 million. 

We find it impossible, from a consideration of this list, to discover 
any areas in which we can, without significantly reducing our stand- 
ards of service, adjust our program to reduce spending by $26 million. 

Actually our original estimate reflected substantially the fact that 
we expect to continue to pyramid new economies on the savings already 
realized’in prior years. Excluding the uncontrollable increase in city 
delivery carriers, our request for all personnel provides for an increase 
of only 2,370 man-years, or about one-half of 1 percent in personnel 
to handle the 2.6 percent increase in volume. 


INCREASE IN MAIL VOLUME 


This brings up to the question of mail volume. Our estimate of 
mail volume is one of the major factors on which we base our appro- 
priation needs and these estimates are prepared with great care and 
diligence. We expect that our volume will increase at least 2.6 per- 
cent in fiscal 1957 to 58.3 billion pieces, and our entire budget is based 
on that expectation. 

Under present conditions, it now appears that, if we have erred in 
these estimates, we have done so by being too conservative. Our pres- 
ent mail volume in fiscal 1956 is running considerably in excess of our 
expectations and the same thing may well occur in 1957 if business 
conditions hold at the present level. 

These volume figures are so important as affecting our budget 
situation that I would like to go into them in some detail. 

You may recall that last year our appropriation requests were re- 
duced by slightly more than $33 million by the Congress. This was 
initiated by the House committee, in the belief that we had overesti- 
mated the volume of mail which we would have to handle. 

Attached to this statement is a chart. If any of you gentlemen do 
not have it, I will be glad to hand you another. 

This table shows how actual developments have compared with our 
original estimate and how the reduction in our appropriations for 
1956 has imposed an extremely difficult problem for us in this year. 

For fiscal 1956 we had originally expected a volume of 55.2 billion 
pieces of mail, which was the same level as fiscal 1955 actually turned 
out to be. 

The action of the Congress in reducing our appropriation for 1956, 
in effect, provided us enough money, if our estimates of need were 
proper, to handle 1.2 percent less mail than we had estimated, or about 
54.6 billion pieces. 

I would like to say at this point that we do not want to imply that 
there is a precisely direct relationship between the volume of mail 
and/or spending requirements, but there is a relationship which is rea- 
sonably close and the 54.6 figure shown on the chart may be off only 
very slightly. 


. 
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With the advantage of hindsight, we can now provide you with 
better figures as to the volume of mail than were available at the time 
our 1956 budget was under consideration. 


ESTIMATED WORKLOAD 


It now seems that our 1956 workload will be around 56.8 billion 
pieces, which is an increase of 2.9 percent over the actual volume in 
1955 and is about 4 percent more than the volume for which we have 
funds for 1956. 

Our estimate for 1957 is for 58.3 billion pieces, but the action of 
the House committee did not give us enough funds to handle that 
volume of mail. It is our present belief that the 1957 volume will be 
greater than our original estimate of 58.3 billion pieces rather than 
less. 

In discussing H. R. 9064 on the floor of the House, the chairman 
of the House subcommittee on February 7, 1956, said this, and I think 
it is quite important in relation to this problem: 

This year I want to say to you very frankly, the Post Office sent over a very 
much closer estimate than in 1956. Therefore, instead of recommending to you 
a cut of $69 million this year, we are recommending a cut of only $26,100,000. We 
feel that the Post Office can stand that without any difficulty. They told us 
last year when we cut them $33 million that they could not operate on that 
figure. They have operated on that figure and they say they believe they are 
going to be able to finish the year without asking for any additional money. 

It is important here to correct the misunderstanding expressed in 
this statement. At the present time we are having very great difficulty 
with our 1956 appropriation because of the circumstances of the 
increased volume that I have described. 

After an extensive study of our expenditures for the first 6 months, 
and of what we can expect during the last 6 months of this fiscal year, 
we now know that our present funds are not adequate and we are faced 
with the necessity of deferring purchase of needed equipment and 
supplies and possibly even deferring extensions and improvements of 
service that the public really needs. 

Now, I would like to review with you the individual appropriations 
for 1957 and provide in somewhat greater detail our reasons for re- 
questing restoration of the reductions imposed by the House. 


OPERATIONS 


The “Operations” appropriation is the Department’s principal 
appropriation and covers more than two-thirds of our total money 
requirements. Funds are provided under this heading for mail han- 
dling and window services at post offices, collection and delivery serv- 
ices in city and rural areas, custodial services at post offices, and the 
administration of post-office operations generally, including regional 
and district staffing. 

For these activities we estimate our requirements at $2,118,880,000, 
which is an increase of $78,720,000 over the present estimate of require- 
ments for 1956. 

As stated in my analysis of our overall financial requirements some 
$30 million of this increase will be required for essential extensions 
of city delivery service to keep pace with the ever-expanding urban 
and suburban areas. 
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We recently made a study of this service and found that in just 2 
years, from 1953 to 1955, the number of families served by city deliv- 
ery increased by 3.5 million, or 11.3 percent. This increase in service 
was accomplished by an increase of 7 000 in carrier routes, or 9.3 
percent. 

This increase in routes, plus the expansion of other delivery service, 
required the employment of 10,000 more man-years of carrier service, 
an increase of 8 percent; that was in just 2 years. 

These trends are still continuing and no reduction from the amount 
requested for this function can be made without denying newly estab- 
lished American homes the type of mail service which they demand 
and should have and which we are providing for everyone else in the 
country. 

Of the remaining increase in this appropriation, $26 million is due 
to the full year’s impact of the Postal Field Service Compensation Act 
of 1955. The remaining $23 million of increase is in payrolls of clerks 
and in other payrolls directly attributable to the increase in volume of 

mail handling and, as I pointed out before, that is one-half of 1 per- 
cent increase in man-hours to handle a 2.6-percent increase in work- 


load. 


TRANSPORTATION 


The appropriation for “Transportation” covers the cost of movin 
the mails by land, sea, and air; the distribution of mail in transit ; anc 
settlements with ‘foreign countries for the handling and transporta- 
tion of our mail crossing their borders en route to other countries. 

For these purposes we have requested authorizations totaling $655 
million, an increase of only $11,327,000 over our presently estimated 
requirements for 1956. 

Of this amount of increase $2.1 million is caused by Public Law 68, 
and $2.2 million is for personnel necessary to handle the increased 
volume of mail anticipated. The remainder of $7 million represents 
additional transportation costs payable to railroads, airlines, truckers, 
and other carriers of the mail, which, of course, is on a volume basis. 

If we leave out the pay increase factor of 2.1 million, the request that 
we are making is only 1.4 percent in total money. 

To meet the House cut of $10 million in this appropriation, we would 
have to handle, at the very least, 2.6 percent more mail in 1957 at less 
cost, exclusive of the pay increase. This is not possible. 

The transportation area is one where we have been able to achieve 
substantial economies in the last 3 years. We cannot expect to create 
new savings of the magnitude of those we have achieved in the past. 
Our estimates are based on expected future economies which would 
permit us to transport the larger volume of mail without a propor- 
tionate increase in cost. The restoration of the proposed cut of $10 
million in this appropriation, therefore, is vital to us. 


FACILITIES 


The appropriation for “Facilities” provides for the operation, 

maintenance, and expansion or improvement of postal facilities, 
buildings, vehicles, utilities, supplies, and equipment. For this pur- 
pose we requested. the sum of $193.175,000, which is an increase of 
$35,416,000 over our requirements for fiscal 1956. The House action 
would apply a cut of $4,175,000 against this amount. 








TREASURY AND POST OFFICE APPROPRIATIONS, 1957 7 


The President recently transmitted to the Congress a statement by 
the Postmaster General calling attention to the extremely critical con- 
dition of the physical plant and facilities of the postal establishment 
and recommending a long-range program of rehabilitation and re- 
placement. The sums requested in the 1957 estimates are not involved 
in this program. They repreesnt simply the bare minimum that we 
feel is required to keep the existing plant at even a tolerable level of 
efficiency and respectability, and to catch up on a small part of the 
deferred maintenance. 

As I mentioned at the beginning of this statement, our 1957 require- 
ment under this heading included an increase of $15 million to meet 
the increasing rent and other occupancy costs, such as utilities, as well 
as the slowly growing amount of postal supplies necessary for our 
expanding operation. 

Our request included an increase of $10 million for the stepped-up 
activity in the light, color, and ventilation program to be carried on 
at the many postal facilities in the Nation where the condition of our 
facilities has fallen below the minimum standards generally recog- 
nized today as adequate, normal, and humane. 

In addition, we require a further $10 million increase to continue 
and accelerate our modernization program of such equipment as lock- 
boxes, mechanical conveyors, screen-line equipment, et cetera. 

Since our equipment in postal facilities over the Nation generally 
suffers from accumulated obsolescence, and items, such as lockboxes 
produce revenues, the importance of this $10 million increase cannot be 
overstressed. 

These accounts represent obligations that can be stopped because 
contracts have not been let. Such stoppage in 1956, because of our 
critical budgetary situation, is now causing the deferment of from 5 
to 10 million dollars’ worth of necessary programs to remove deferred 
maintenance, to improve working conditions, and for the purchase of 
necessary equipment. 

In other words, our needs for 1957 are now accentuated by the fact 
that our 1956 budget cut is making it necessary for us to plan to defer 
5 to 10 million dollars of necessary equipment into next year. 

The cut of $4,175,000 made by the House, if allowed to stand, would 
further pyramid this backlog of essential work. 


ADMINISTRATION 


The title of this appropriation is somewhat misleading inasmuch as 
it covers not only the functions normally considered as administration, 
but also the Postal Inspection Service, industrial engineering, and 
research and development in the field of technological improvements in 
the mechanical handling of mail. For these purposes we had requested 
$20 million, which was an increase of $2,681,000 over 1956. 

Of this amount, $2,180,000 was for increased research and develop- 
ment, $355,000 was for pay increases under Public Law 68, and the 
small balance left was for minor miscellaneous personnel costs. 

The House cut this request by $1 million. 


INSPECTION SERVICE 


In its report on this appropriation the House Appropriations Com- 
mittee expressed concern that the Inspection Service justified its 
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budget request on the basis of work requirements of which many were 
“purely managerial in nature.” 

The Inspection Service does not engage in management functions 
although, in addition to its normal surveillance of postal operations for 
depredations, fraud, and similar irregularities, it also conducts investi- 
gations for management and is able to furnish information that is 
extremely useful in improving the efficiency of postal operations. 

We are exercising the greatest care to see that there is no duplication 
of work between the Inspec tion Service, the regional and district of- 
fices, and the internal audit staff. By proper coordination of the work 
of these various units, we are achieving the maximum coverage of all 
postal operations at a minimum of cost. 

The Inspection Service has gained a well-deserved reputation 
throughout the years for the outstanding manner in which it has pro- 
tected F ederal funds and property as well as property and funds en- 
trusted to us in the mails by the public. Despite a staggering workload 

carried over, we requested no increase in staff for this Service in 1957. 


RESEARCH AND DEVELOPMENT 


The major increase in our estimates under this heading was the pro- 
vision of additional funds for research and development. We believe 
that the Department stands to gain, in the long run, in efficiency and 
economy, through the application of modern technological develop- 
ments in the field of materials handling and autom: ition. 

By way of illustration, I should like to mention br lefly some of the 
projects on which we are working in this field. 

A prototype model of a machine which will automatically face and 
cancel mail was developed and set up in the Washington post office 
in the last year. Tests have indicated that this facing machine has 
not been developed to the point where it is practical for postal use. 

On February 8, 1956, a contract was made with an outstanding engi- 
neering firm to complete development of an automatic facing machine 
which, when perfected, will permit the facing and canceling of raw 
letter mail automatically. All facing operations are now done by hand 
with as many as 12 to 14 men assigned to each facing table. 

A high- -speed canceling machine, developed to keep pace with the 
automatic facing machine, is already working satisfactorily. This 
machine cancels mail 50 percent faster than the earlier type of 
machine. 

The development of equipment for automatic sorting of letter mail 
is the most difficult of all current mechanization projects. This in- 
volves four distinct stages: 

A feeding mechanism that will handle all types of letter mail 
with a positive separation by sizes; 
2. Mechanical conveying and sorting equipment for letter mail; 
A machine that will automatically “read” typed or printed 
addresses on letter mail without the aid of the human eye, by 
electronics, of course ; and 
4. A semiautomatic machine that will handle with the aid of an 
operator the approximately 35 percent of remaining mail with 
handwritten addresses. 

A semiautomatic letter-distributing machine has been developed 

outside the Department which permits the separation of mail by the 
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use of dials and transports activated by the operator. We are making 
further study of this equipment with the thought of possible purchase 
in the future. We would like to buy one promptly on an experimental 
basis to see what it will do for us. 

A further step in mechanizing the handling of mail involves parcel 
post, which is one of our most labor-consuming operations. Machines 
have been developed outside the Department that have automatic 
features. We propose to make installations of some of these machines 
to study their efficiency for our purposes. 

A partial list of other projects includes: 

Self-service stamp-vending equipment, mechanization of the issu- 
ance of money orders, canceling machines for flat and bulky mail, 
special conveyors and distribution cases, and parcel post delivery 
equipment. 

The cut imposed by the House would make it impossible for us to 
proceed in the development of this extremely important long-range 
program. 

FINANCE 


This is the one appropriation in which we are not asking for restora- 
tion. 

The finance appropriation covers the procurement of stamps, postal 
cards, money-order forms, and postal-savings certificates, and it also 
covers personnel and related expenses of the Bureau of Finance. 

The personnel item includes the staffing of the money order auditing 
center In Kansas City and the internal audit program, in addition to 
the normal central accounting, budgeting, statistics, and systems work. 

Funds requested under the heading of “Finance” amount to $12,945,- 
000, which is slightly less than the amount provided in 1956. The 
House bill reduced our request by $45,000. 


CONCLUSION 


Mr. Chairman and members of the subcommittee, we cannot urge 
too strenuously the necessity of restoring all the cuts made by the 
House in our budget request which I have discussed with you. The 
present and future efficiency of the postal service is seriously involved. 
We cannot do the job the public expects and Congress requires us to 
do unless these reductions are eliminated. 

Senator Ropertson. Any questions? 


FOREIGN MAIL 


Senator Porrrr. Mr. Chairman, I would like to ask a question. 

I assume there has been a great increase in the handling of foreign 
mail; is that correct? 

Mr. Srans. Foreign mail? 

Senator Porrer. Foreign mail, letters and packages sent to this 
country from foreign countries ? 

Mr. Srans. Could you answer that, Mr. Abrams? 

Mr. Asrams. No; I could not answer. 

Mr. Srans. Mr. Siedle ? 

Mr. Srepiz. The volume of mail received in the United States from 
foreign countries is relatively stable. We experience gradual in- 
creases from year to year. The same is true with respect to letters and 
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prints from the United States to foreign countries. Outgoing parcel 
post to foreign countries fluctuates sharply in accordance with eco- 
nomic conditions abroad. Volume of outgoing parcel post is now 
very much less than it was in the years immeditaely after World War 
II. 

Senator Porrer. Do we lose money on the handling of foreign 
mail ? 

Mr. Srepix. No: not on letters and parcels, but we do on printed 
matter. 

Senator Porrrr. How is that handled, by a reciprocal agreement 
with the other countries, or are we paid for the handling of mail 
from foreign countries ? 

Mr. Stevie. Letters and prints are handled under a universal postal 
union agreement. Parcel post is handled under bilateral agreements 
with the various countries of the world. 

Senator Porrrr. It is reciprocal ? 

Mr. Srepie. Yes, sir. 

Mr. Srans. I may say that the foreign mail rates are in that group 
in which the Postmaster General has the authority to fix rates. They 
were raised a year or so ago and they recover all of our costs. 

Senator Roperrson. If | may interpose, I believe foreign countries 
have rates a little higher than ours? 

Mr. SumMeErFIELD. We did increase foreign rates several years ago. 

Senator Porrer. I would like to say that the Postmaster General and 
the Department should be complime nted for putting into effect econ- 
omies in view of the increased load that they have to carry, and that 
as one taxpayer, I feel they have done a good job. 

Senator Rosertson. If the Senator would consider this question : 

How would he feel about conferring similar authority on the Post- 
master General with regard to second, third, and fourth class mail 
where we have a deficit of $470 million? 


POSTAL FACILITIES 


Senator Porrer. Yes, and I hope his bill gets speedy action, as it 
should. 

Let me follow up on your facilities. 

Is it not true that our facilities are in badly deteriorated state in 
many cases and we need new facilities? It has been a long time since 
there has been a real building program for the Post Office Department, 
and if we increase the rates of second, third, and fourth class mail, as 
the administration has proposed, would that allow you to enter into 
a building program that is badly needed ? 

Mr. SuMMeERFIELD. Senator, it would. It would permit us over the 
period of the next 5 years to modernize the facilities over the country, 
including the building with private capital of 3,500 post offices badly 
needed throughout the country. 

Senator Rozertson. I have some feeling in connection with your 
modernization program. How much does it add to the cost of these 
stamp-vending machines to include a pleasant “Thank you very much” 
and “Come back again.” Could any money be saved by letting the 
postmaster be at the window? 


let 
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Mr. SUMMERFIELD. We hope that it will prove to be contagious and 
that the clerks generally will adopt that. These machines give 24-hour 
service and eliminate standing in line to buy stamps. 

Senator Rogerrson. It is a nice thing but it is a question of whether 
we can afford it. 

Mr. StumMMERFIELD. Frankly, Senator, on the seven test machines 
that we have ordered, there has been no charge at all to the Post Office 
Department for that added talking feature. That was a contribution 
by the manufacturer. Actually the machines should save the tax- 
payers a lot of money. 

Senator Dirksen. It is just a tape recording? 

Mr. SUMMERFIELD. It is a tape recording. There are six different 
Inessages on the tape. They can be installed for a nominal sum on 
future machines. 

I might add at this point that it is proving extremely popular in 
spite of the fact that I am sure you have had come questions from 
citizens respecting the added cost. 

Senator Dirksen. I guess the t: uxpayers are thinking about the tax- 
payers. 

Senator Roperrson. Senator Carlson / 

Senator Cartson. Mr. Chairman, I do not want to let this oppor- 
tunity go by without expressing my appreciation to the Postmaster 
General and the Department for the work that they have accomplished. 

I have received some complaints in connection with these stamp 
machines that say “Thank you,” but generally it calls attention to the 
fact that the post office is alert. 

I have had some comments on the new painted mailboxes. I think 
that is one of the nice things with regard to the Department, because, 
after all, the Post Office is one agency that cuts close to the people 
and that is the reason I was concerned about Mr. Stans’ statement 
about sufficient funds to increase the carrier service. 

I think our people are not only expecting carrier service where 
communities are built and where cities reach a certain population 
because of ordinary growth, but it would be nothing short of criminal 
to the people who get this mail to reduce that so you could not continue 
to expand that on the basis of need. 

I sincerely hope the Senate will take care of that item, which I think 
is important. 

HOUSE COMMITTEE REPORT 


I have here the report of the committee of the House, and my 
attention has been called to this from page 10, and it deals in connec- 
tion with the administration of the Departme nt: 


In connection with the administration of the Department, the committee 
notes with some concern that, in spite of a large and ever-increasing staff for the 
regional and district offices, the Inspection Service still justifies its budget 
request on the basis of work requirements, many of which are purely managerial 
in nature. 


I notice that Mr. Stans mentioned that in his statement. Now. 
continuing: 


The committee expects that the Inspection Service will serve its proper and 
useful role as investigator of violations of the postal laws, but that personnel, 
supervisory, audit, and other functions of management. will be performed 


by the multitude of field officers who have been employed for those express 
purposes. 
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Would you want to comment on that ? 
Mr. Stans. Yes. 


FUNCTION OF INSPECTION SERVICE 


The Inspection Service function is basically limited to the depreda- 
tions work and investigations for the m: inagement of situations that 
we think require investigation around the postal service. There has 
been an effort in every area of possible overlapping to see that there 
is no duplication of work. 

For example, in the field of internal audit, in the last 2 years we 
have set up a group of specialists, professional accountants, to audit 
certain functions of the Post Office Department. There is a precise 
line drawn between the point at which the professional accountants 
will examine and investigate records and books of the Department, 
and the points in which the inspectors will cooperate with them. 

The same thing is true in every other phase of the work and I think 
one of the things that the House committee has failed to see is that 
the postal service is continuing to increase each year in the volume 
of mail; that depredations continue to increase; and there is a con- 
tinuing requirement for work by the inspectors in those fields. 

Actu: ally, we are not asking for : any increase in staffing, although 
there is a substantial backlog of work, For purposes of a reorganiza- 
tion program such as has been going on in the last seve ‘al years, 
the inspection service has been tremendously invaluable because they 
are the people who cut across all the bureau lines with their scope 
of knowledge and information. They have been extremely helpful 
in finding out for us the facts as to ch: anges that may be made, 
economies that might be achieved, reorganizations that might be 
effected, and so on. 

Senator Cartson. In other words, you expect to keep the line drawn 
between these various fields of service ? 

Mr. Srans. A very close line of responsibility, and a coordination 
of responsibility across that line. 


MAIL TRANSPORTATION 


Senator Cartson. There is another place where I would like to 
compliment the Department, and that goes back to my hometown 
and is with regard to the change from the he -avy-duty to the light 
trucks for hauling letters around, 

We had a four-wheel drive in our town that they drove at great 
expense for years. We now have a light panel truck, and it must 
give you satisfaction to render such service to the people. 

Mr. SummerrteLp. The Post Office Department has had for several 
years trucks with four-wheel drive and heavy-duty tires. Our in- 
vestigation revealed that these trucks carry on an average of 700 
pounds of mail so we have now restricted the use of truc ks to 3 dif- 
ferent types. They are being produced by manufacturers on a pro- 
duction-line basis, rather than to order, and our costs are materially 
lower, maintenance costs are materially reduced, and the resale value 
of that equipment in the years to come will be much greater than it 
has been heretofore. 

The savings in that area are really of great magnitude. 


‘ 
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Senator Carson. I want to commend you for it. I noticed it when 
I was out home. I think it is good business. 

Mr. SuMMERFIELD. You might be interested, Mr. Chairman and 
members of the committee, with regard to the red, white, and blue 
trucks, which caused a lot of comment. 

Our training program in connection with the drivers of the equip- 
ment, of which we have 100,000 throughout the country, and the paint- 
ing of those trucks red, w hite, and blue, which has greatly increased 
the visibility of trucks on dark, dreary days, has resulted in a sub- 
stantial reduction in the number of accidents that we have in the 
postal service, in fact about a third. 

The severity of accidents, the extent of damage done, is also re- 
duced in like amount and the cost of repair has been reduced. So 
that has paid off very, very well. 

Senator Cartson. Thank you very much. 


RECLASSIFICATION 


Senator Dirksen. What progress have you made in reclassification ? 

Mr. SumMerrFrIeLp. General Lyons? 

Mr. Lyons. Senator, we completed the reclassification, that is, the 
assignment of salary levels to all the field personnel on Dec ember : 3. 
Because of the rel: itively short time which we had to do it in, we 
know that we made some errors. We are now correcting those errors, 
and that is also nearing completion. 


Senator Dirksen. Is the closure program on fourth-class offices 
still going forward ? 


Mr. Suxerriexp. Is it still going forward? 

Senator Dirksen. Yes. 

Mr. SUMMERFIELD. Yes. 

Senator Dirksen. Or has that tapered off ? 

Mr. SumMeErrFievpD. It has tapered off because those that obviously 
needed elimination, we have eliminated. Every changing situation 
has to be considered. 


OFFICES CLOSED 


Senator Dirksen. In the aggregate, how many offices have been 
closed ? 

Mr. Aprams. 3,150 since January 1, 1953, with a savings of prac- 
tically $4.4 million. 

Senator Dirksen. 3,150? 

Mr. Aprams. That is correct. 


MANAGERIAL FUNCTIONS 


Senator Dirksen. Mr. Stans, I notice the House language there that 
the Inspection Service has been exercising mainly managerial func- 
tions. 

What do they mean by managerial functions? 

Mr. Stans. I am not sure what they meant specifically but T think 
it is a question that has caused confusion for some period of time. 
The fact that the inspection service is used to make investigations 
for management and to assist management in certain programs may 
be the basis of that thought, but it is not a correct conclusion. The 
inspection service is used on a task force basis on many occasions to 
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get into a specific situation like the New York Post Office, or to assist 
in the work-measurements program, or to take in a situ: ition that seems 
to call for correction, and in that sense they are an arm or auxiliary 
of management. They report directly to the Postmaster General. 

But it is not true that they exercise management in the sense of 
making decisions or giving orders. and I think that distinction should 
be made because that. seems to be the basis of the confusion that exists. 

Senator Dirksen. If they did exercise any management function, it 
would be a very minor part of their workload, I assume ? 

Mr. SUMMERFIELD. Correct. 


LEASE-PURCHASE PROGRAM 


Senator Dirksen. Are we going forward on the lease-purchase 
program ? 

Mr. SUMMERFIELD. Yes. 

Of course, with the very nature of the requirements set up by the 
statute, it is a slow process. I think we have 27 projects under devel- 
opment today that have been approved by both the House and the 
Senate committees. 

Senator Dimxsen. How many? 

Mr. SuMMERFIELD. Twenty-seven. 

Senator Dirksen. What is the outlook for the future? 

Mr. Summerrietp. How many projects? 

Mr. Kies. Another 25 to 30, 

Senator Dirksen. You are asking for extra lease money, I take it. 

Mr. Kies. That is right. 

Senator Dirksen. To cover that? 

Mr. Kies. That is right. 

Senator Dirksen. Are you emphasizing mainly those areas and 
towns where you have wholly inadequate facilities, no facilities to 
speak of ? 

Mr. Summerriexp. That is correct, sir. 

As I stated a moment ago, we are in dire need of a minimum of 3,500 
new post offices. True, most of those are in smaller communities, but 
that is the very minimum that our studies indicate presently that we 
need, and there are many, many thousands that should be modernized 
and that should be done immediately. 

I am sure the Senator recognizes that there has been no direct 
appropriation by Congress for the building of a post office since 1938, 
and during that per iod since 1938 this country has had its greatest 
growth and expansion as a result of many thousands of communities 
which have grown up. 

Senator Roprertson. The greatest growth in business, too. 

Mr. SumMerrrerp. That is right. 

Just think of the growth of ‘homes last year, 3,200,000 homes. Of 
course, they require mail service. Ofttimes that is overlooked or not 
treated seriously. We are trying diligently to improve the service 
and to reduce the cost. 

Frankly, we are very proud of the record we have made. Person- 
ally, the ‘Department is very grateful to this committee and to the 
other committees who have been helpful to us in accomplishing that 
which we have accomplished. 

I want to say at this point as Postmaster General that I am very 
proud of the staff and the men and women who make up the Post 
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Office top staff, many of whom are here this morning, for the contri- 
bution they have made. 

I am sure that you sense that what we are trying to do is just what 
you gentlemen of the Congress, the House and Senate, would like to 
have us do in this field of improving the mail service. 


INADEQUACY OF FUNDS 


We have made it a practice since the first budget submission that 
we made to the Congress never to ask for 5 cents that we did not 
know we needed. When we are cut back beyond reason, in our 
opinion the only way that we have of meeting it is, of course, to con- 
tinue to find every new efficiency that we can, but then what we face 
is to actually reduce services that are necessary to the users of the 
mails. 

Such an experience we are having this current fiscal year. We may 
have to do things that we do not want in good conscience to do and to 
avoid that we are faced with the necessity of asking for a supplemental 
appropriation in spite of all our efforts. 


NEW BUILDINGS CONTEMPLATED 


Senator Dirksen. In this estimate of 3,500 new buildings, is it 
contemplated that all of those will be built under the lease-purchase 
program ¢ 

Mr. SUMMERFIELD. Senator, a small part of them will be built under 
lease-purchase, and the rest with private capital under leasing 
arrangements. 

By the way, we have used those leasing facilities to a tremendous 
advantage and a great savings to the Department. 

We have built, under the regular leasing program, in excess of 
1,000 new post offices in the last 5 years. 

Senator Dirksen. Somewhere, I encountered a figure indicating 
that you had executed a thousand new leases. That is over a period 
of what time? 

Mr. Summerrievp. Three years, and those are buildings built to 
our specifications. 

Senator Dirksen. That would be under the regular leasing 
program ¢ 

Mr. SuMMeERFIELD. That is correct. 

Senator Dirksen. Not under the lease-purchase program ? 

Mr. Summerrietp. That is correct. 

We will be able to continue our program as we have planned if 
our request for rate increases is granted and to start on that program 
so that at the end of 5 years you will have a modern postal estab- 
lishment. 

PARCEL POST COSTS 


Senator Dirksen. What were our losses on parcel post for the last 
year? 

Mr. SuMMERFIELD. No losses. We are required under statute, Sena- 
tor, to adjust the rates upward as the costs go upward, with the per- 
mission, of course, of the Interstate Commerce Commission. 

Senator Dmxksen. That has been done? 


72452 —38——2 
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Mr. Summerrietp. We had an increase in 1953 in parcel post and 
we have not found it necessary to increase them since. 

Senator Dirksen. So it is carrying its own weight now? 

Mr. SumMMERFIELD. It is. 

Senator Dirnsen. A very interesting brochure came to my atten- 
tion, which I sat up to read last night, by the Magazine Publishers 
Association. There is such a group, is there not? 

Mr. SumMERFIELD. I am afraid there is, sir. 

Senator Drrxsen. I noticed that they were advancing a rather in- 
teresting philosophy that I brought up some years ago when I was 
on the Post Office Committee of the Senate, that we have never made 
a determination whether the Post Office Department was going to be 
a business or a service adjunct of the Government, and I see they 
have grabbed that idea, and they advance now the idea of service so 
that, in the interest of culture. we go on with these deficits, and the 
rest of it we take out of the Public Treasury. 

Have they been in to discuss that philosophy with you? 

Mr. Summenrrierp. They have not. 


INCREASE IN COST OF SECOND- AND THIRD-CLASS MATL 


Any number of times, however, in the last 3 years we have invited 
the various publishers in to discuss with us the problems and have 
pointed out to them the result of fa‘lure of the Congress to increase the 
rates substantially in second- and third-class mail, since 1932. 

We have asked them for suggestions and recommendations, but, 
unfortunately, there are so many of them who seem to be determined 
only to keep the rates frozen, as they have been pretty much since 
1932, which of course entirely disregards the fact that the Post Office 
Department’s costs have gone up as have yours or any other business, 
or this Government itself since 1932. 

Our costs have gone up on an average of 107 percent since 1932, 
and there may be some further increases in cost here and there. We 
think it is not in the public interest to delay further an increase, a 
modest increase in second- and third-class mail, and first class as well. 

Only by so doing can we do those things that should have been 
done since 1932 up to this point. 

I would be less than honest if I were not to say to you this morning 
that it is absolutely imperative to the future mail service of this 
country that we embark upon a program of modernization of present 
facilities and the building of new ones throughout the country. 

Senator Dirksen. I hope your staff can dig out the record on the 
very first Congress in 1789, because I encountered what I thought was 
a very interesting thing. They provided that there shall be postage 
requisite to defray the expenses of office. I would not ask for anything 
more. 

Just write that into the statute and that is all that is necessary. 

Senator Roserrson. Benjamin Franklin ? 

Senator Dirksen. Yes. He was not our first postmaster, by the 
way. 

Senator Rorrertson. The first Postmaster General of the Continental 
Congress. 

Mr. Summerrterp. I would just like to mention at this time that we 
hear so much from those that are more or less selfishly interested in 
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the postal rate problem that the Post Office has lost a lot of money and 
is expected to lose sums of money. 


TOTAL LOSS ON SECOND-CLASS MAIL 


Senator Roperrson. I inserted in the record last year the profit and 
loss all through. There are a few years where there was not a loss. 

I wanted to develop the theory that the Senator of Illinois brought 
up as to whether the Post Office should be treated as a service agency 
of the Government. 

What is your loss at the present time on second-class mail; that is, 
the magazines and newspapers ? 

Mr. Sumerrienp. Last year, $232 million. 

Mr. Srans. With the wage increases this year, the differences be- 
tween revenues and its allocated share of cost will be about $250 
million. 

Senator Ropertson. What percentage of that is on magazines, and 
what percentage on newspapers ? 

Mr. SumMerFIELD. Two-thirds on magazines and one-third on 
newspapers. 

Senator Rosertson. On the theory of educational advantages, I 
think everybody will admit that Life magazine, for instance, furnishes 
good entertainment and a little difference between Democrats and 
Republicans about the educational advantages of a former President, 
but how much do you lose each year on distributing Life magazine? 

Mr. Sumaerrievp. I think the difference between revenue and allo- 

cated cost on Life last year was something around $8 million. 

I might add, Senator, that Time magazine in an article appear- 
ing last week, took a position that there was a need for an adjustment 
of rates upward on first-, second-, and third-class mail. 

Senator Roperrson. But along the lines, I assume, which the ad- 
ministration has proposed, which would be $295 million increase on 
first class ? 

Mr. Summerrievp. That is right. 

Senator Ropertson. $20 million over a period of 2 years on second 
class ¢ 

Mr. SuMMERFIELD. $17 million. 

Senator Roprrrson. $17 million a year? 

Mr. Summerrietp. $17 million in 2 years. 

Senator Ropertson. Was that just a total of 10 percent? 

Mr. Srans. Thirty percent. 

Senator Ropertson. Fifteen percent a year? 

Mr. SUMMERFIELD. Yes. 

Senator Roperrson. How much on third class? In other words, 
how much on what some people call the junk mail? 

Mr. SUMMERFIELD. Thirty percent. 

Senator Ropertson. So, disregarding the priority value of quick 
delivery of first-class mail, that is producing a revenue now over and 
above cost of $50 million a year, you propose to put that up to 130 
percent of what it costs to handle it and then second class will be 25 
percent of what it costs to handle it? 

Mr. Srans. That’s about right. 

Mr. SuMMERFIELD. Yes. 
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Senator Roperrson. And most of that is for businessmen of this 
Nation. Some of them put out pictures for entertainment and some 
of them put out worthwhile educational material. 

What percentage will the junk mail carry ¢ 

Mr. Srans. Third-class mail will pay 75 percent of its cost. 


FIRST-CLASS MAIL COST 


Senator Roserrson. The distinguished Senator from Michigan ex- 
pressed the hope that this will be put into effect, but I think there will 
be a little chat about making first-class mail, which is all the letters 
that we send every week to relatives and soldiers and what not, pay 
130 percent. of what it costs to handle it, while these business enter- 
prises, the ones occasioning the biggest loss, are required to pay only 
25 percent. 

Senator Porrer. Is it not true that the majority of first class is 
business ¢ 

Mr. SumMerFIELD. Between 75 to 80 percent originates in the busi- 
ness houses of the country. It has been traditionally true back 
through the years that first-class mail has been priced to return about 
30 percent in addition to out-of-pocket cost. It has reached as high 
as D5 percent. 

But in the last few years, Senator, the cost has gone up from two 
and a fraction cents per 1-ounce letter, and it now costs 3.34 cents 
for the first ounce. The difference comes from the overweight mail 
which originates practically entirely in business. It is on the letters 
that weigh 3 ounces, for example. 

Senator Roserrson. I realize from a technical standpoint you can 
argue that first-class mail is not paying enough, but at some times it 
is these simple things that cause you the most difficulty and the con- 
stituent may not be able to tell the difference between 3 and 4 cents. 

It is unfortunately that you must include him, even though you 
are after the businessman. 

Mr. SumMeErFIELD. I think we have made some progress, Senator, 
in that area in informing the people of the true situation existing 
there. 

Congressman Corbett of Pennsylvania just completed a survey 
among his constituents and in response to a question phrased like this: 

Are you in favor of increasing the first-class postage from 3 to 4 cents on 
out-of-town mail? 

The response was 73 percent “yes.” 

I saw one a couple of days ago by a Senator Martin. I think it 
showed a response of something above 60 percent. The public really 
are interested in getting better mail service and facilities. 

Senator Ronerrson. T am not questioning that a minute. 

Senator Cartson. On this point, Mr. Chairman, on postal rate in- 
creases, I think it is a problem and one we ought to meet. TI do not 
think anyone is in favor of the post office going greatly in debt every 
year. 

Senator Roperrson. $470 million for the current year 

Senator Cartson. You will remember that we voted a postal rate 
increase which added somewhat to that. What I wanted to add was 
that the Senator from Illinois and I and others were responsible for 
the passage in the Senate of increases in first-, second- and third-class 
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rates. We had some difficulties with the House and that has been 
one of our problems since. 

Senator Rosertson. The Senator from Virginia supported you? 

Senator Carison. That is right. 

Senator Roserrson. You have given us a chart showing the volume 
of mail handled in fiscal year 1955, 1956, and 1957. 

As I recall, you showed an actual handling of 55.2 billion pieces 
of mail for fiscal 1955, but the House claimed that the reason they cut 
you in fiscal 1956 was that your estimate for fiscal 1955 looked er- 
roneous ; that you overestimated and you came back with a big surplus 
and put ‘the House in the position that they did not know how much 
you needed and had given you more than you can spend, and put you 
in the position of mi aking a very pleasing report that, with due regard 
for the taxpayers’ money, you had not spent all that Congress “had 
given you. 

On the next go-round, they decided that they would put you really 
on the treadmill. 

Mr. Stans. They did. 


SUPPLEMENTAL APPROPRIATION ANTICIPATED 


Senator Rosertrson. We had to come to the rescue. You certainly 
would have had to come in for a supplemental, would you not, other- 
wise ? 

Mr. SumMeErFIELD. We will still have to come in. 

Senator Roperrson. You will? 

The statement that I read in the House report, that you had been 
able to live within the budget that was given you last year when 
vou had been very emphatic that you could not do it, was good evidence 
that you could take another cut and live within that. 

But you say that you effected economies that really did violence to 
your conscience and still could not get by ? 

Mr. SumMerFietp. That is correct. 

Senator Cartson. Mr. Chairman, I think it is important if the 
Department can give us figures as to how much they will be required 
to come in for with the supplemental. 

Mr. Summerrietp. Mr. Chairman, I would like to ask the deputy 
Postmaster General to elaborate just a little bit for you on the studies 
we are currently making in the effort to try to stay as close as we can 
within the limits of the money appropriated to us. 

Mr. Srans. We have been studying that very carefully day by d: ay 
and for many, many hours in the last few weeks. 

You see, the way we operate, December is such an unusual month 
that we really do not know precisely how we are going to come out of 
fiseal year until after we come vase of December, and. then we can plot 
our course pretty well for the yea 

Now, it appears as though we are about $20 million behind in our 
needs for this year. Now there are things we can do about that but 
they are all very undesirable things. We cannot buy new automobile 

trucks but must defer their pure chase into the next fiscal year. We 
can defer buying of equipment. 

We have new post office leases on post offices built for us, and we 
will look pretty silly not. putting equipment in those post offices when 
they are ready to be occupied. 
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The same thing is true of other things. We can defer but very un- 
happily so. Beyond that, in the area of personnel, it is awfully 
hard to defer cost. We can ask people to take their leave in the Sep- 
tember quarter instead of the June quarter, but we dislike doing things 
like that. 

There is not very much room for us in which to find $20 million 
in the remaining 5 months of this fiscal year, and we are in an ex- 
tremely desperate position, to say the least. 

We do not want to even consider reducing service, and we hate to 
consider deferring new service. If a new city route is necessary in 
April, we ought to put it in in April and not in July; that is our goal. 

But it is becoming extremely difficult to find any way of getting 
past June 30 within the money we have. 


QUESTION OF PREVIOUS ESTIMATE 


Senator Ronerrson. Last year, Mr. Stans, there was a difference of 
opinion between the House committee and the Department on what 
the volume of mail was going to be. We called a representative from 
the Budget Bureau to see what extent the Budget Bureau would back 
up your estimate. 

I do not think the representative had had much opportunity to go 
into the matter, and while he did say he did back up your estimate, 
he was a little bit vague on the details. 

So we invited representatives of the Bureau to come up here, and 
when we finish with you gentlemen I am going to ask them to what 
extent they back up your request for restoration of “Transportation 
and operations.” ‘There cannot be any question about the fact that 
your volume has increased. Anybody that is at all familiar, as the 

ostmaster said, knows we have the greatest increase now of popula- 
tion of any nation in the world. 

When the national income rises above—produced income—over $350 
billion, it reflects a tremendous increase in business operations and 
business operations necessitate communications by mail as well as 
other means. 

This committee is anxious to give you just what you actually need 
on the basis of the best information that we can get. We are no more 
anxious to appropriate money unnecessarily than the House com- 
mittee is, but we feel a responsibility to the people of this Nation for 
an adequi ite mail service. We want to get what information we can 
on that subject. 


JUSTIFICATION FOR RESTORATIONS 


If there are not any other questions, I am going to ask the consent 
of the committee to have inserted in the record your detailed explana- 
tion of the request for each item of restoration, reconciliation of the 
estimate with current appropriations, and an analysis of the estimated 
increase or decrease in obligations, pages 1, 2, 3, and 4 of the justifi- 

cation. 

(The information referred to follows:) 


FEBRUARY 14, 1956. 
Hon. A. WILLIS ROBERTSON, 


United States Senate. 


DEAR SENATOR ROBERTSON : We are requesting that $26,055,000 of the reduction 
of $26,100,000 made by the House of Representatives in our 1957 budget sub- 
mission be restored. Fifteen copies of our original justification have been trans- 
mitted to Mr. Joseph Gonzales for the Senate Appropriations Committee. 
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Our requests for restoration of the various reductions, other than the appro- 
priation for “Finance,” as embodied in H. R. 9064, passed by the House of Repre- 
sentatives on February 7, 1956, are attached. The $45,000 reduction in “Finance” 
is so small that our program can be rearranged to absorb that amount. 

The mail volume is increasing; the number of pieces now estimated for 1956 
exceeds the actual volume in 1955 by 2.8 percent. We estimate an increase of 
2.6 percent in 1957 over the current estimate for 1956. In the light of previous 
experience these are conservative estimates and we have no reason at this time 
to believe that we will be called upon to handle a smaller volume. For this rea- 
son, it is very important to the adequate functioning of the service that the re- 


ductions made by the House of Representatives in the other four appropriations 
be restored. 


Sincerely yours, 
MAURICE H. Straus, 
Acting Postmaster General. 


POST OFFICE DEPARTMENT 


REQUEST FOR RESTORATION OF AMOUNTS REDUCED IN H. R. 9064, Fiscat YEAR 
1957 


Summary— Postal fund appropriations 











, | Budget House | eed Restoration 
Appropriation | estimate | approval | Reduction | “request 
se $20, 000, 000 $19, 000, 000 | $1, 000, 000 | $1, 000, 000 
Re ce caaeuwnis | 2,118, 880,000 | 2, 108, 000, 000 | 10, 880, 000 | 10, 880, 000 
No eine 655, 000, 000 | 645, 000, 000 | 10, 000, 000 | 10, 000, 000 
a Le Pcsaeactattes a 12, 945, 000 | 12, 900, 000 MD Eiseceuane stk 
nian chs asec aco eis | 193, 175, 000 | 189, 000, 000 | 4,175, 000 | 4, 175, 000 
I er rs Cs | 3, 000, 000, 000 | 2, 973, 900, 000 | 26, 100, 000 | 26, 055, 000 





' | 


Administration, 1957 


FS I La is ol ele i $20, 000, 000 
Annual appropriation act, 1956 
Transfer from: 
~rareportation, 1956. (fands)—..................- ._._ $247, 200 
ees, tee  Ceeerions) .. . oe ce 543, 000 


teeta ehaeeerentph cghtpaletca i iain eens: 


790, 200 


Adjusted appropriation, 1956 titans  ROpeearaee 
Estimated supplemental for pay increase, 1956________________-__~- 1, 028, 800 


Total estimated obligations, 1956 eee a 


(House hearings, pp. 84 to 142) 


(1) Page 12, line 6, of the bill as passed by the House, strike out “$19,000,000” 
and insert in lieu thereof ‘*$20,000,000,” the estimate, or an increase of $1 million. 


HOUSE REPORT 


“The committee recommends the appropriation of $19 million for the admin- 
istration of the Department, including the Inspection Service and a research and 
development program. The amount recommended is a decrease of $1 million 
in the estimate and an increase of $3,500,000 above the appropriation for 1956. 
After consideration of transfers and adjustments in the appropriation for 1956, 
which it is in the power of the Post Office to accomplish, the increase is but 
$2,709,800. 

“In connection with the administration of the Department, the committee notes 
with some concern that, in spite of a large and ever-increasing staff for the 
regional and district offices, the Inspection Service still justifies its budget re- 
quest on the basis of work requirements many of which are purely managerial 
in nature. The committee expects that the Inspection Service will serve itg 
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proper and useful role as investigator of violations of postal laws, but that per- 
sonnel, supervisory, audit, and other functions of management will be per- 
formed by the multitude of field officers who have been employed for those 
express purposes.” 

JUSTIFICATION 


The 1957 estimate as submitted to Congress provided for only 15 additional 
positions as compared with 1956. The increase over 1956 requested in the sub- 
mission, exclusive of pay act increases, amounted to $2,325,500, most of which 
was for research and development. 

A reduction of $1 million in the research and development program would 
seriously hamper the efforts of the Department to improve the design, develop- 
ment, and construction of equipment, and to continue management and develop- 
ment studies to improve the methods, procedures, and equipment used in postal 
operations. 

The only other item in the appropriation large enough to absorb such a reduc- 
tion would be the Inspection Service, which already shows a reduction in em- 
ployment as compared with 1956, notwithstanding an arrearage of work equal to 
400 man-years. 

Contrary to comment in the House report, postal inspectors do not engage in 
management functions, and it is considered of utmost important that any mis- 
inderstanding on this subject be clarified. It is an investigative agency and 
not affected by the regionalization program. There is no duplication of effort 
between inspectors and regional officials. The work of postal inspectors entails 
many responsibilities, which if curtailed, can have serious effect upon the pro- 
tection of Government funds and property, the conservation and proper expendi- 
ture of appropriated funds, and the protection of public property. No funds are 
included under any other appropriation to provide for this function 


Operations, 1957 





Estimate, 1957 : Seaioeics : $2, 118, 880, 000 
Annual appropriation act, 1956__- pipes sical J olssietahataaiatnates 1, S70, 000, 000 
Transfer from “Transportation, 1956” : 

Function aiecartg tet eee a aati _ $3, 279, 000 

I’unds 5 a te Sele 
Transfer from “Finance, 1956” (function) ~______ 4, 655, 000 
Transfer from ‘Facilities, 1956” (function) —_ —. 49. 883.000 


een isbebes 38, 380, 700 


Adjusted appropriation, 1956_--_-_--__---___~_-- -__.. 1,908, 380, 700 
Estimated supplemental, 1956, pay increase- Sects ‘ 131, 582, 300 
Estimated obligations incurred, 1956___ oe __. 2, 039, 963, 000 
Comparative transfer from “Transportation” _________________ 197, 000 
Total estimated obligations, 1956_____________- _ 2,040, 160, 000 


(House hearings, pp. 206 to 226) 


(1) Page 12, lines 13 and 14, of the bill as passed by the House, strike “$2,- 
108,000,000” and insert in lien thereof $2,118,880,000,” the estimate, or an in- 
crease of $10,880,000. 


HOUSE REPORT 


“The bill includes $2,108 million for this item, which covers the pay and related 
costs of postmasters, supervisors, clerks, carriers, messengers, custodial em- 
ployees, and the regional organization. The amount recommended is a reduc- 
tion of $10,880,000 in the estimates and an increase of $238 million above the 
amount appropriated in 1956. The increase over the comparable, adiusted ap- 
propriation for 1956 is $199,619,300. It should be noted that since this appro- 
priation is largely for salaries, the greater portion of the increase over 1956 is 
attributable to the pay increase legislation.” 


JUSTIFICATION 


Funds provided by this appropriation are almost exclusively for personal 
services. The increase requested fer 1957 is distributed as follows: 
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ad 


OE ee a ee aC OT ee ee eee eee pe $16, 463, 700 


I aoa caicies as ceaieacediabn aintoateniinins ns aires llldecaaeoig eee 25, 430, 700 
a ah lll dem alm ame 36, 737, 600 
a een al accede ase soi 88, 000 

a a re eee == 0» 620, O00 


The amount included in the estimate for mail volume was less than one per- 
cent to provide for an increase of 2.64 percent in mail volume . 

Salary rates are set by law and obviously must be paid. This leaves only 
expansion of the service to which the reduction of $10,880,000 could be applied. 
The major expansion items involve principally the extension of city and rural 
delivery service, additional stations and branches, and custodial service for addi- 
tional space requirements. The extension of city delivery service barely keeps 
pace with the growth and devlopment of formerly rural areas. 

A reduction of $10,880,000 would require the postponement of extension and 
expansion of service which should be made to maintain the level of postal service. 
Curtailment of city and rural carrier service extensions would greatly increase 
the burden on the general delivery in post offices, accentuate the demand for 
space in post offices to store undelivered mail, and cause a multitude of com- 
plaints from the public. 


Transportation, 1957 
RSNA, TN i oe beccsiaces nice mince ee een _ $655, 000, 000 
Annual appropriation act, 1956 


siete 661, 620, 500 
Transfer to “Operations, 1956" ; 








NIN gee accent a... $3,279; 000 
| es elhesiaeaearis aecieres Sen 
52, 268, 500 
Adjusted appropriation 1956 ____________ pis cei 629, 352, 000 


Estimated supplemental, 1956, pay increase__- ocean ease 14, 518, 000 


Estimated obligations incurred, 1956__.____________~_ _ 643, 870, 000 
Comparative transfer to “Operations” sai 197, 000 


Total estimated obligations, 1956_.._..._____________~- 2 643, 673, 000 


(House hearings, pp. 158 to 178) 


(1) Page 13, line 9, of the bill as passed by the House, strike out *S645,000,000" 
and insert in lieu thereof ‘“$655,000,000,” the estimate, or an increase of $10 
million. 


HOUSE REPORT 


“The committee recommends the appropriation of $645 million for this item, 
which includes the cost of hauling the mail by rail, air, and water, and the pay 
and related costs of the railway mail service. The amount recommended is a 
reduction of $10 million in the estimates and a reduction of $16,621,500 in the 
amount appropriated for 1956. After giving effect to transfers accomplished 
in 1956, the amount herein recommended is, however, an increase of $15,648,000 
over the funds available for this activity in 1956, of which about $14.5 million 
represents increased pay costs.” 


JUSTIFICATION 


The reduction of $10 million by the House Appropriations Committee would 
place an unreasonable burden on the Department’s transportation activities. 
The net incerase in the estimates for 1957 over 1956 for transportation exclud- 
ing pay increase funds, is $9,220,000. This includes the cost of every form of 
transportation, such as railroad, steamship, airline, truck and other highway 
carrier, as well as the personnel in the Postal Transportation Service. 

Almost two-thirds of this appropriation must be obligated to pay the cost of 
transporting mail by public carriers at rates over which the Department has 
little or no control. The remaining third is almost entirely for the handling 
of mail in transit. 
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Excluding the effect of the pay increase law the Department’s estimates for 
transit-mail handling are only 1.13 percent more than for 1956 compared with 
an increase in volume of 2.64 percent. A reduction of $10 million in funds for 
this function would require a cut in personnel and related costs of 4.08 percent, 
which is obviously impossible in the face of increasing volume. Full restoration 
of the reduction made by the House is requested. 


Facilities, 1957 
III eS a eS tg oh bales dative $193, 175, 000 
ROOT I, Bk i a a ee ed 157, 400, 000 
Transfer of functions to: 
INURE I oo uc $543, 
Operations, 1956 





—— —2, 356, 000 
Agjunted apunronriation; 19006... oe hc ec ee 155, 044, 000 
Estimated supplemental for pay increase, 1956_____-__-_-_-__---_---- 2, 715, 000 


‘Total estimated obligations, 1956. ..=..—.—._.......-..._-.. 157, 759, 000 


(House hearings, pp. 178 to 205) 


(1) Page 13, line 25, of the bill as passed by the House, strike out “$189,000,000” 
and insert in lieu thereof “$193,175,000,” the estimate, or an increase of $4,175,000. 


HOUSE REPORT 


“The bill includes $189 million for this item, a decrease of $4,175,000 in the 
estimates and an increase of $33,956,000 over the amount available in 1956 on a 
comparable basis. In relation to the appropriation for 1956, the amount herein 
recommended is an increase of $31,600,000. Nearly $3 million of the increase 
represents the value of increased pay costs, other items of increase include 
additional rental of postal buildings, both in contract amounts and in numbers 
of facilities, and increases in the amounts for the general postal supply system. 

“The postal supply system was made the subject of a study by the surveys 
and investigations staff of the committee during the past fall. The results of 
this study have been made available to the Department with the request that 
comment thereon be addressed to the committee. It appears that there is room, 
in the operation of the supply system, for substantial improvement as to record- 
keeping detail. More significantly however, there is some question as to the 
economy of maintaining in the supply system for odd-lot delivery such common 
items as aspirin, adhesive tape, toilet soap, soap powder, stepladders, and so 
forth. which might be purchased more economically locally by such offices as 
require but limited quantities.” 


JUSTIFICATION 


Restoration of $4,175,000 is requested. The amount originally estimated 
represents a minimum to carry on the program of modernization and mechani- 
zation now scheduled which is designed to increase production and to improve 
working conditions in postal installations in order to permit the operating 
bureaus to live within their own budget requests. It is necessary to furnish 
modern equipment, adequate space, and sufficient supplies and services so that 
the Department will be adequately equipped to efficiently maintain and pro- 
vide the postal service. 

The financing-of-the-vehicles program has been projected for 1957 on an 
absolute minimum basis. Only the completion of al projected improvements 
will allow the program to operate within the funds requested. No reduction 
ean be planned for this program without jeopardizing the proper handling of 
mail. The program contemplates assumption of some nonlocal mail transnor- 
tation by Government-owned vehicles. The stated reduction in the vehicle-hire 
account for 1956, which is a continuing annual saving, can only be accomplished 
if new Government-owned vehicles are provided as requested. 

The real-estate program increase is primarily to relieve congestion in out- 
moded and crowded buildings; to improve custodial equipment; to continue the 
correction of a long-deferred maintenance program in Government-owned build- 
ings and to meet the tremendous surburban growth in new permanent nonfarm 
households. Better working conditions will improve morale and productivity 
which will result in more efficient operation. 
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In the supply field an increase in mail-bag production has been requested 
since the budget estimate was presented. If implemented it will cost an addi- 
tional $1.5 million. The procurement of postal supplies and equipment includes: 
(1) an accelerated program for furnishing screen-line equipment and lock boxes 
in those necessary new buildings, (2) furnishing Government-owned screen line 
to second- and third-class offices to replace equipment now furnished by post- 
masters at their own expense, (3) items deferred from fiscal year 1956 because 
of increased screen-line program and, (4) increased requirement for mechanical 
equipment to expedite mail flow. 


ADMINISTRATION, 1957 


Reconciliation of estimate to current appropriation 
a) Seem oe, Jee ee. $15, 500, 000 
Transfer from: 


arensportation, 1900: (funds) ........................ $247, 200 





Fectiities,. 1906 (functions)_—........................ 543, 000 790, 200 
Datel BOErOeriatiOn: 200G. oo ono ee eel Se 16, 290, 200 
Estimated supplemental for pay increase, 1956___.--_____________ 1, 028, 800 
FON MOM i cad nis eeenmeincnieesies smn oomepertions 17, 319, 000 
BU Cre hc cise pein ens wemieensinene bbe 20, 000, 000 
Estimated increase in obligations, fiscal year 1957__-_----~-- 2, 681, 000 
Analysis of estimated increase or decrease in obligations 
; aes | a Increase or 
Activity 1956 1957 | decrease (—) 
Executive direction: 4 
Postmaster General, salaries $416, 500 $426, 000 $9, 500 
Executive assistant to the Deputy Postmaster General, | 
salaries_-.__. - } 206, 000 207, 000 | 1, 000 
Headquarters services : 1, 289, 000 1, 278, 000 | —11, 000 
Chief Industrial Engineer, salaries _- Ehud 522, 500 632, 000 | 109, 500 
Research and development expense. 802, 000 2, 982, 000 2, 180, 000 
Subtotal_- ; : a sces 3, 236, 000 5, 525, 000 2, 289, 000 
Administration of personnel --- ohare 682, 000 682, 000 |.----- . 
Legal service..-- 7 1, 258, 400 1, 372, 000 113, 600 
Inspection service: | 
Chief Postal Inspector, salaries___- ae 800, 600 812, 000 | 11, 400 
Inspection service (field) -- 11, 342, 000 11, 609, 000 267, 000 
eM SS ooo Atte seloor 12, 142,600 | 12, 421, 000 | 278, 400 
Total administration--_._--- 7 sot iaSits 17, 319, 000 20, 000, 000 | 2, 681, 000 
OPERATIONS, 1957 
Reconciliation of estimate to current appropriation 
Annual appropriation, 1066...) ..........._........ _..____ $1, 870, 000, 000 
Transfer from “Transportation, 1956”: 
mA Fee Ec es ssoiacinince Spee ee 
I lial aie ai ori se tee scan De, 633.7100 
Transfer from ‘Finance, 1956” (function) —~-----~-_- 4, 655, 000 


Transfer from “Facilities, 1956” (function)-____--__ 1,813, 000 

—_ 38, 380, 700 
__._.. 1,908,380, 700 
ae 131, 582, 300 


Adjusted appropriation, 1956_.__..__-----_--~-- 
Estimated supplemental, 1956, pay increase__- 








seats _______ 2, 089, 963, 000 
ae a 197, 000 





Obligations incurred, 1956_..__--_--_------ 
Comparative transfer from “Transportation”’_ 
acnuwace 20805360; 000 
peiietieataned ci dal iompnunmiss _..... 2,118, 880, 000 


Total obligations, 1956. 
‘stimated obligations, 1957_ 





Estimated increase in obligations, fiscal year 1957_------ 78, 720, 000 
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Anaigsis of estimated increase or decrease in eonigaitons 





Activity 


Administration.of post office operations: 
Bureau of Post Office Operations. 
Regional directors’ salaries 
Postmasters 
Post office supervisors 


Subtotal niece aaiens 
Mail handling and window service: 
Post office clerks 
Contract stations. . 


id ire bie iné wie a 
Collection and delivery: 
City delivery carriers. . 
Special delivery messengers -- --- 
SOUS SOITIOTS Wc cccwecene 
Subtotal_- 
lial service 


Custo 


Total operations 


1956 


$1, 046, 000 
21, 290, 000 
_..| 150, 487,000 
--| 121,825,000 | 


294, 648, 000 


----| 863, 909, 000 
= | 6, 100, 000 


870, 009, 000 


|, a 
i cae 








} 229, 000 | 
aici “Oa ¢ 073, 000 
edna 205, 813, 000 





811, 115, 000 
64, 388, 000 


-|2 2,040, 0, 160, 000. 


TRANSPORTATION, 1957 


Reconciliation of estimate 


Annual appropriation, 1956 


Transfer to “Operations,” 1956: 
RUINS civ ccc en evmsnmscleton mnt 
Funds_- = aa 

Adjusted appropriation, 1956_ 

Estimated supplemental, 1956, pay ine 

Obligations incurred, 1956 ~___--_- 
Comparative transfer to “Operations” _—— 
Total obligations, 1956__ = 
Estimated obligations, 1957 a a 


SR iniccenendecl 


Estimated increase in obligations, fiscal year 1957 


APPROPRIATIONS 


1957 


Increase or 


195% decrease (—) 
ahem rein 
$972, 000 | —$74, 000 
22, 444, 000 | 1, 154, 000 
154, 252, 000 3, 765, 000 
125, 402, 000 | 3, 577, 000 
303, 070. 000 | 8, 422, 000 
890, 563, 000 | 26, 654, 000 
6, 300, 000 -. 200, 000 
896, 863, 000 [_ _26, 854, 000 
618, 531, 000 | 37, 302, 000 


24, 614, 000 | 541, 000 


to current appropriation 


208, 818, 000 } 3, 005, 000 
851, 963, 000 | 40, 848, 000 
66. 984, 000 | 2, 596, 000 
2 118, 880, 000 | 78, 720, 000 
$661, 620, 500 


$3, 279, 000 
28, 989 


, DOO 
-- —32, 268, 500 
629, 352, 000 
14, 518, 000 


643, 870, 000 
—197, 000 





__.... 643, 673, 000 
355, 000, 000 


6095, 


11, 327, 








OOO 


Analysis of estimated increase or decrease in obligations 


Activity 


Administration of postal transportation 
Mail handling in transit 
Water transportation 


Truck transportation 
Mail messenger service 
Star route service 
Highway post offices 


Subtotal 


Rail transportation 
Air transportation 


‘Terminal and transportation charges by foreig 


Total transportation 


n countr 


1956 | 


$1, 071, 000 
| 191,970, 000 
12, 446, 000 | 


9, 507, 000 | 
51, 690, 000 | 

4, 932, 000 

), 129, 000 
302, 
49, 
10, 


128, 000 
397, 000 
532, 000 


643, 673, 000 


Increase or 


957 
1 decrease (— 


| 


$1, 091, 000 
196, 250, 000 
12, 598, 000 


$20, 000 
4, 280, 000 
152, 000 


19, 317, 000 
53, 078, 000 
5, 649, 000 


—190, 000 
1, 388, 000 
717, 000 


78, 044, 000 1,915, 000 


309, 305, 000 7, 177, 000 
51, 028, 000 1, 631, 000 


6, 684, GOO 4, 848, OOO 


655, 000, 000 11, 327, 000 
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— 
FACILITIES, 1957 


Reconciliation of estimate to current appropriation 


Annual appropriation, 1956 


Ee ee a NC RP Se AEE eS eR SS $157, 400, 000 
Transfer of functions to: 








Aamainiatration.. 1906... ...........- okies $548, 000 
I nce niece —1, 813, 000 
——— — —2, 356, 000 
Adjusted appropriation, 1956__-_---- seems rae er can NS 155, 044, 000 
Estimated supplemental for pay increase, 1956___-__--___---~- ees 2, 715, 000 
OT A) Tio oo ns papi iene aims bes, .-- dt, TH, 000 
Batimated opngaueons,. 1061..........~~--+..-4-.~ eeccee .__.~ 193, 175, 000 
Estimated increase in obligations, fiscal year 1957 s 35, 416, 000 
Analysis of estimated increase or decrease in obligations 
_ ie Increase or 
’ y OF O5 
Activity | 1956 1957 | decrease (—) 
: = a —| 
Administration of postal facilities ___|  $1.301, 000 | $1, 289, 000 —$12, 000 
l= ——| | === = = = 
Local transportation: | | 
Vehicle service | 657,727,000 | 58 650,000 923, 000 
Purchase of vehicles 5, 356, 000 | 7, 900, 000 | 2, 544, 000 
Subtotal | 63, 083,000 | 66, 550, 000 | 3, 467, 00U 
Operation of buildings | 59, 438, 000 80, 930, 000 | 21, 492, 000 
General postal supply service: | | 
Equipment shops | 3, 040, 000 3, 459, 000 419, 000 
Postal supplies and equipment : 30, 897, 000 40, 947, 000 10, 050, 000 
Subtotal ; 33, 937, 000 44, 406, 000 10, 469, 000 
Total facilities ‘ 157, 759, 000 193, 175, 000 35, 416, 000 


SUMMARY 


Postal deficit, workload, and employment, 1955-57 








| Ps oT 
ne Per- 1956 esti- Per- | 1957 esti- | Per- 
> t ae € 
[tem 1955 actual | cent mate cent mate cent 
a icaietiitiaanicntia 2 
Revenue (thousands) ..-----| $2, 349, 477 3. 91 $2, 431, 362 3.49 | $2, 530, 000 4. 06 
Obligations (thousands ‘ --| 2,712,150} 2.23 2, 871, 952 5.89 | 3,000, 000 4. 46 
| . ee ee ee ee eee 
Deficit (thousands) eee 362, 673 | —7.45 | 440, 590 21. 48 470, 000 6. 68 
Volume of mail (thousand pieces) 55, 233, 564 | 5.78 | 56, 800, 000 2.84 | 58, 300, 000 2. 64 
Special services, transactions (thousands) -| 802, 381 —2. 54 | 761, 250 | —5.13 780, 371 2. 51 
Employment (man-years) - - -- om 512, 047 | . 83 517, 981 1.16 526, 040 1. 56 
| j 
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SUMMARY 


Obligations, 1955-57 


Appropriation 1955 actual 1956 estimate 


Administration ge irsala nists Oe asst _| $14, 703, 670 $17, 319, 000 
Operations ite dhlccsaeask aaa ae 1, 918, 919, 152 2, 040, 160, 000 
Transportation cecal ek ace 614, 861, 783 643, 673, 000 
Pisses ...«.<... Seta oth isin atlas oval 11, 096, 737 12, 989, 000 
Facilities rsa acc adits nits ba odteaes a atat ia tere 152, 302, 130 157, 759, 000 

en ie 2, 871, 900, 000 
Judgments, United States courts___.._-_- 266, 706 52, 000 

‘Dotel chiieetions... so... acccasce 2, 712, 150, 178 2, 871, 952, 000 


Funds available, 1955 and 1956 


‘ eines Sac | Appropri- 
Appropriation titles atael 


Administration 
Operations 
Transportation 


9, 491, 100 
, 776, 000 





a eee 8, 501, 000 

NR oS he a oc re racacloer bee ss eeepc ny em ee oa edi 4, 890, 000 
I ainsi ehaaaieatea emis eae ae aie ..|2, 754, 877, 100 

Judgments, United States courts and Court of Claims fare 266, 706 
a siasanc cts Xantcanatnas tian eects ccd woe oe bbaees --|2, 755 


755, 143, 806 


Administration 


Be et Owe. Seer See NO art ELE OF ae 5, 500, 000 
Operations ............ : ab tedeesdns pi cintarcaenntion ai .-------|1, 870, 000, 000 
Transportation seg eee ee ee ee ee Lae 661, 620, 500 
Finance deta es oes al oe Eiger ae ate ee 17, 200, 000 
ae re ; 157, 400, 000 
I ca et err oie! RA 
a ee ee 
Up acekceanwseen lea tda eee a ee eee oe ; 


Senator Rozertson. In addition, I should like 
tion showing estimates and appropriations for the 


2, 219, 000 | 





a . Increase 1957 
957 estimate a aainal 
1957 estimate over 1956 


$20, 000, 000 $2, 681, 000 
2, 118, 880, 000 78, 720, 000 
655, 000, 000 11, 327, 000 
12, 945, 000 — 44, 000 
193, 175, 000 35, 416, 000 


3, 000, 000, 000 128, 100, 000 
— 52, 000 


3, 000, 000, 000 128, 048, 000 


Appropria- | Adjusted 


: % we | &ppropria- 
tion transfers tion 
—$1, 778,300 | $17,712, 800 
28, 086, 000 | 1, 927, 862, 000 
— 64, 739, 500 637, 479, 500 
5, 064, 800 13, 565, 800 
33, 367, 000 158, 257, 000 


2, 754, 877, 100 
266, 706 


2, 755, 143, 806 


16, 290, 200 
1, 908, 380, 700 
352, 000 

12, 653, 600 
155, 044, 000 





2, 721, 720, 500 
52, 000 


to insert a tabula- 
Post Office Depart- 


ment from the 80th Congress to the 84th Congress, 1st session. 


(The tabulation referred to follows :) 
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Post Office Department—Estimates and appropriations, Mar. 29, 1947 to May 


28, 195 a 
Public . 
it ’ ‘ ao Estimate to Amount 
Appropriation Act Date — Canerens approved 
—_— — | - ——— 
R0th Cong.: | | | 
Ist sess.: 
Increased Pay Costs Appropriation 4 mn 
Act, 1947__- Mar. 29, 1947 25 $176, 642, 400 | $176, 642, 400 
First Deficiency Appropriation Act, | 
1947 May 1, 1947 | 46 20, 966, 800 | 20, 575, 700 
Second Deficiency Appropriation Act, i meh a 
1947 | May 26, 1947 | 76 | 69, 964, 750 69, 163, 100 
Second Urgent Deficiency Appropria- ot a | 
tion Act, 1947 June 27,1947 | 122 } 27, 400, 000 27, 280, 000 
Annual Act, 1948_. ioe wn-=-2=0--| July 1, 1947 | 147 | 1,545, O89, 250 | 1, 531, 661, 050 
Second — mental Appropriation | es 7 ‘i ; 
Act, 1948___- | July 31, 1947 299 | 163, 720, 100 75, 608, 500 
2d SeSS.: j 
ae Pee ere emee ee May 10,1948! 519! 156,885, 300 | 139, 186, 600 
4 | ay , ae 5 7H, SSH, SU ov, 185, 
Annual Act, 1949 | June 14, 1948 640 1, 710, 644, 500 1, 696, 452, 325 
Supplemental Appropriation Act, 1949__| June 19, 1948 | 727 | 158, 686, 100 57, 875, 500 
Seeond Deficiency Appropriation Act, 
1948 | June 25, 1948 785 11, 721, 000 11, 721, 000 
Sist Cong.: | | | 
Ist Sess, 
First Deficiency Appropriation Act, | 
1949 | May 24, 1949 71 102, 977, 000 102, 977, 000 
Second Deficiency Appropriation Act, bs aa —_ 
1949 | June 23, 1949 119 278, 244, 800 253, 416, 600 


Annual Act, 1950 
Third Deficiency Appropriation Act, 
1949 Oct. 10,1949 343 20, 687, 000 20, 301, 000 


June 30, 1949 


150 


2, 079, 672, 300 | 2. 054, 210, 500 


Supplemental Appropriation Act, 1950__| Oct. 14, 1949 | 358 | 4, 342, 000 4, 342, 000 
Second Supplemental Appropriation 
Act. 1050....... lpn dena Ioana sas Oct. 28, 1949 430 46, 690, 000 44, 265, 000 
2d sess.: 
Deficiency Appropriation Act, 1950___. June 29, 1950 583 | 145, 564, 900 134, 676, 300 
Annual Act, 1951 Sept. 6, 1950 759 2, 235, 693,000 | 2, 207, 500, 000 
Supplemental Appropriation Act, 1951 Sept. 27, 1950 843 45, 999, 000 | 45, 100, 000 
82d Cong. | | | 
Ist sess.: | | 
Third ne mental Appropriation | 
Act, 1951. ‘ : | June 2,1951 45 167, 000, 000 159, 500, 000 
Annual Act, 1952_- |} Aug. 11,1951 111 2, 361, 174,000 | 2, 340, 800, 000 
2d sess.: | | | 
Third Supplemental Appropriation 
Act. 1952__- | June 5, 1952 375 432, 536, 000 412, 550, 460 
Annual Act, 1953_- aS June 30, 1952 | 425 2, 822, 100, 000 2, 793, 800, 000 
83d Cong.: | | 
Ist sess.: Annual Act, 1954__- a June 18, 1953 | 73 | 2,906, 800,000 | — 2, 832, 250, 000 
2d sess.: Annual] Act, 1955_- | May 28, 1954 374 2, 760,000,000 | 2, 754, 877, 100 


Sith Cong.: | 
Ist sess.: Annual Act, 1956_-- 


tn 
“I 
wy 
— 


June 1, 1956 51 | 


, 817, 000 2, 721, 720, 500 


Senator Roperrson. Of course, we would like to follow the practice 
of last year. Instead of having you present in great detail all of 
the operations of your department, taking days to hear it and a lot of 
printed pages at $15 or $20 a page, to dupli¢ ate what is done on the 
House side but, at the same time for the benefit of Senators who are 
expecting to have all necessary information in the Senate hearing 
without having to go to the House for them, we would like for you 
to give us for insertion a brief summary of your various operations 
so that the Senate will know without referring to the voluminous 
House report just what it is all about. 

(The information referred to follows :) 


There follows a listing of each of the appropriations of the Post Office Depart- 
ment together with a brief description of the activities coming under each: 


ADMINISTRATION 


This appropriation provides for overall direction and administration of the 
postal service, including the administration of personnel, legal services, and 
the Post Office Inspection Service. 
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1. Executive direction.—This covers the Offices of the Postmaster General 
and Deputy Postmaster General, the Advisory Board, Headquarters Offices Serv- 
ices, and the Office of the Chief Industrial Engineer. 

2. Personnel administration.—This provides for policy direction of the per- 
sonnel administration program, affecting approximately 500,000 postal em- 
ployees. 

3. Legal service——The Solicitor, in addition to being the legal adviser to the 
Postmaster General, is responsible for adjudication and approval for payment 
of damage claims and losses claimed in postmasters’ accounts. 

4. Inspection service.—Investigations or surveys are made of all phases of 
the postal service including methods and procedures ; manpower use and needs; 
problems involving transportation, storage, and handling of mail; post office 
aceounts: buildings: the vehicle service; violations of postal laws; and com- 
plaints regarding personnel and service 


OPERATIONS 


The Bureau of Post Office Operations gives policy direction to the operation 
of all post offices, including city and rural delivery services and custodial 
service. 

1. Administration of post office operations.—Provision 
15 regional offices set up under Reorganization Plan No. 3. 

The administration of local post offices and additional compensation to fourth- 
class postmasters for furnishing space and utilities are also under this activity. 

2. Mail handling and window service—This activity includes 


is made for staffing 


clerical em- 
ployees in post offices for the handling of incoming and outgoing mail and window 
service to the public. It includes the cost of contract stations. 
for cost of employees at the mailhbag- and lock-repair centers. 

3. Collection and delivery.—The collection and delivery of mail by city delivery 
carriers, special delivery messengers and rural carriers are included in this 
ncetivity. 

$. Custodial service, 


It also provides 


This activity covers the cleaning of Federal and leased 
quarters of the postal service. 


FRANSPORTATION 


This appropriation covers the cost of the Bureau of Transportation at Wash- 
ington and the transportation of mail by air, land, or water. Included are the 
cost of star route service, highway post offices, short-haul truck service, railroad 
and electric car service, and airmail service 

1. Administration of postal transportation-—In addition to covering personal 
services and travel in the administrative headquarters at Washington, the 
United States share of the Universal Postal Union and the Postal Union of 
the Americas and Spain is paid from this activity. 

2. Mail handling in transit—Mail is processed and distributed in terminal 
railway post offices, railway post offices, highway post offices, at airmail fields, 
and at short-haul truck terminals. 

3. Water transportation.—This covers transportation by powerboat and steam- 
ship, and the handling and stevedoring at ports in the United States and its 
territories. 

4. Truck transportation.—Star route service is provided to and between post 
offices not afforded other means of transportation, and for supplemental service 
for offices where there is not adequate mail supply. 

Mobile highway post offices provide mail distribution in Government-owned 
or contract vehicles where adequate train service does not exist. 

Short-haul truck service is provided for transportation diverted from railroads 
because of lower rates or improved service resulting therefrom. 

5. Rail transportation.—This covers transportation by rail in continental 
United States, Alaska, and Puerto Rico. 

6. Air transportation.—This covers transportation between points within the 
United States and Alaska, to United States Territories and possessions, and to 
foreign countries. Payments to carriers covers only the cost of service; the 
subsidy is paid by the Civil Aeronautics Board. 

7. Terminal and transportation charges by foreign countries —Payments are 
made to foreign countries, in accordance with international postal conventions or 
agreements, for transportation and handling of mails of United States origin. 

78458-—_56-—_3 
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FINANCE 


The Bureau of Finance supervises the financial transactions of the postal sery- 
ice, including audit and control functions, procurement, sale and distribution 
of stamps and other accountable paper, postal savings, and sale of money orders. 


FACILITIES 


This apropriation, covering the Bureau of Facilities includes purchase, rental, 
and maintenance of vehicles for local transportation; operation of buildings; 
and procurement of supplies and equipment. 

1. Administration of postal facilities —This activity covers cost of salaries and 
travel of administrative personnel in the Washington headquarters. 

2. Local transportation.—This activity provides for purchase, rental and main- 
tenance of motor vehicles required for local delivery. 

3. Operation of buildings.—This activity covers rents, fuel, utility, services, 
and maintenance for all leased quarters and Federal buildings under jurisdiction 
of the postal service. Included also are telephone and telegraph services, con- 
tinuation of the light and color, and ventilation program in Federal buildings. 

4. General postal supply service.—This activity provides for salaries of 25 
mechanicians, 3 examiners of supplies and equipment, salaries of personnel op- 
erating the supply centers, cost of operating the mail equipment shops in Wash- 
ington, cost of postal supplies, equipment, and printing for the field service. 


Senator Carison. I want to commend the chairman of this sub- 
committee for not only his personal interest in the Post Office De- 
partment and mail service but also the fine way in which he goes 
about covering these items. I know last year how deeply concerned 
he was with these items. In this hearing, I am sure he is going to 
get all of the facts and figures before we report out any bill. 


LETTER FROM SENATOR CURTIS 


Senator Ropertrson. If there are no objection, I would like to insert 
in the record at this point a letter I received from Senator Carl Curtis, 
a member of the Post Office Committee of the Senate. He submits 
with his letter 10 questions which he said he would like to have 
answered by Mr. Barnes or Mr. Grant. I offer that letter and those 
questions for the record. I will not read the questions into the 
record now because they will be printed in the record, and then when 
this other material is furnished for the record, we would like to have 
that information for Senator Curtis included. 

(The material referred to follows:) 


UNITED States SENATE, 
COMMITTEE ON* RULES AND ADMINISTRATION, 
February 17, 1956. 
Hon. A. WILLIS ROBERTSON, 
Senate Office Building, Washington, D. C. 

DrEAR SENATOR ROBERTSON: This letter is in reference to your hearings cur- 
rently being conducted in reference to the appropriations for the Post Office 
Department. As I told you over the phone, I am very anxious to have a certain 
departmental witness called to supply the answers to some questions for the 
record. 

I would be very pleased if you would secure the testimony of Mr. M. W. Banton, 
Chief Industrial Engineer, or his assistant, Mr. M. B. Feimster, and request that 
they be present to testify concerning the experience of the Post Office Depart- 
ment in connection with the use of a motor scooter called the “mailster”. 

It is very likely that whoever appears as a witness would want some of his 
people who have worked on this to appear with him. I think it would be a splen- 
did idea if the witness could be accompanied by Mr. Charles Graddick and Mr. 
James Burns, and I urge that they be invited. 
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I am enclosing an extra copy of this letter in the event you want to hand it on 
to the Post Office Department so that they will have the information. I am also 
attaching the questions that I would like to have propounded. 

Thanking you very much, I am 

Sincerely yours, 
CaRL T. Curtis, 
United States Senator. 

1. The Treasury-Post Office Department appropriation for 1927, page 197, is 
not clear what a mailster is used for. Please describe the use of a caddy-cart, 
bicycle, mailster, and truck in city delivery and collection work. 

2. What is the cost of operation of the mailster (without overhead) compared 
to foot carrier, bicycle, and truck? 

3. What is the savings on parcel post over the foot routes? 

4. Is there a service improvement? 

5. Are there any in use in the snow and ice (Lincoln, Nebr.) ? 

How about the success? 

Are mailsters in use in other than flat country? 

What is the investment in a mailster compared to a truck? 
), Will a mailster replace a truck in any instance? 

10. Is there any request for more mailsters? How many? 

The following answers to 10 questions concerning mail-delivery vehicles known 
as mailsters are submitted for insertion in the transcript of testimony before 
the Subcommittee on Appropriations, United States Senate, February 20, 1256, 

Question No. 1: The Treasury-Post Office Department appropriation for 1957, 
page 197, is not clear what a muilster is used for. Please describe the use of 
a caddy cart, bicycle, mailster, and truck in city delivery and collection work. 

Answer: Carts have one primary function, that is to take the load off the backs 
of carriers. ‘Their use does reduce the amount of relay service required. Relay 
service is the depositing of mail by use of vebicles at various points ahead of 
the carrier on his route becuuse the volume and weight of his daily mail is more 
than he can carry at one time. There is a marked reduction of fatigue at the 
end of a day’s work. 

There are two types of cart: the caddy cart and the container type. Two 
satchels of the regular type are attached to the caddy cart. The caddy cart is 
collapsible for carrying on public vehicles and for storage on the route. The 
container cart carries a larger volume of mail, but must be pushed to and from 
the route by the carrier. It has a hinged lid which may be locked. It is equipped 
with a chain so that the cart itself may be locked to a tree, pole, or post. 

The bicycle enables the carrier to handle a larger load of mail, to travel be- 
tween delivery points more rapidly than on foot and to substantially reduce the 
time required for travel to the beginning of the route and from the end of the 
route. The carrier can accomplish more work in a given day with less fatigue 
than if he were required to walk carrying a satchel of mail or push a cart around 
the route. 

The mailster is a light motor vehicle functionally designed to do a specific 
delivery job. The newest model has a 7.5 horsepower engine joined to a con- 
stant mesh transmission through the medium of a centrifugal clutch with pedal 
release. This enables it to make the extremely large number of starts and stops 
required. The vehicle has a cab enclosure and a 40-cubic-foot storage compart- 
ment. The vehicle is capable of carrying all the mail on a given route, including 
the parcel post with few exceptions. The functional design allows the carrier to 
mount and dismount the vehicle rapidly, to reach curb type delivery boxes with- 
out leaving the vehicle and to accelerate to speeds up to 35 miles per hour between 
stops. It enables the motorization of many routes that would normally be foot 
or bicyele routes. The use of this vehicle eliminates the need for relay service 
and a separate parcel delivery service. As we come up the scale of vehicles 
beginning with the caddy cart, this is the first point at which delivery of parcel 
post and the full elimination of relays can be included. Again, reduction of 
fatigue is an important factor. It is much easier to deliver mail from this 
vehicle than when walking, using a cart of any kind, or ridding a bicycle. 

The light-weight, 34-ton, sit-stand truck is designed for the functions of mail 
delivery and collection. Major improvements are plenty of convenient space 
for the working mail, sliding doors for operation with doors open and for easy 
serving of curb boxes, torque drive transmission for speedy acceleration and 
effortless driving. This vehicle also eliminates all relays, separate parcel-post 
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delivery and can be used on the heaviest routes. The same factors make this 
vehicle adaptable to special-delivery service and collections. 

The right-hand drive, 44-ton panel truck is excellent for use on mounted routes 
having the mail receptacles on the curb line. 

The larger and the left-hand-drive trucks are not found to be practical for 
mail delivery and collection services. The lack of functional design reduces 
potential savings in the mail delivery. These large trucks are more practical 
for use in the delivery of parcel post, relay service, and interstation and other 
post-office transportation. 

Question No. 2: What is the cost of operation of the mailster (without over- 
head) compared to foot carrier, bicycle, and truck? 

Answer: The operating cost of the mailster as computed by the Department's 
Division of Cost Analysis for November 1955, without overhead, was 9 cents per 
mile. At the same time the hourly cost was computed as 29 cents. These costs 
pertain to the operation of 508 vehicles. These are made up of 300 of the later 
types known as mailsters and 208 of the older experimental types. The over- 
head for the same month was 5 cents per mile or 15 cents per hour. For the 
same period the cost without overhead for *4-ton trucks was 10 cents per mile 
rr 5 cents per hour. For 1-ton trucks, 9 cents per mile or 42 cents per hour. 
The factor contributing to the low cost in the latter instance is that the depreci- 
ation charge is about one-half of that charged to the *4-ton. 

Any comparison of the above costs with that involved in the operation of foot 
‘arrier, bicycle and truck routes must involve comparisons of performance. In 
serving a district by foot carrier the letters and papers are delivered by the car- 
rier, a relay truck operates through the same district and a parcel-post truck 
delivers the parcels. The average costs of full service in addition to the salary 
of foot carrier of $5,856 for 305 delivery days, are computed to be $150 annually 
tor relay service and $732 annually for the parcel-post delivery. It costs about 
$92 a year for the use of public transportation daily by a carrier. Most routes 
feasible for motorization now require such service. Thus the total cost for 
complete mail delivery service in a single foot carrier district averages about 
$6,830 annually. 

With the assignment of a mailster to such a route, the separate costs for 
parcel post delivery, relay service and public transportation are eliminated 
In addition the carrier is enabled to make additional deliveries to the value of 
$366. Thus the cost of serving the foot district we started with would be the 
salary of the regular carrier, $5,856 minus $366. a net of $5,490. Annual cost of 
operating the mailster, including depreciation and overhead is $686.25 for a total 
annual cost of serving the same foot carrier district of $6,171.75, thus providing 
a net annual savings of $653.75. These figures are conservative as actual annua! 
savings of $1,072 have been reported in some instances. 

In comparing delivery by foot, bicycle, mailister and truck definite criteria to 
determine the most profitable means must be used. 

In concentrated areas where houses are on 50- to 60-foot lots the foot carrier 
is more efficient on a cost basis. If the carrier must travel by public transporta 
tion, the bieycle can be employed to advantage. As lot size or the interv:il 
between delivery stops increase the bicycle shows a definite advantage over foot 
delivery. The bicycle reduces relay service but does not eliminate it or elimi- 
nate separate purcel post service. Total cost, including depreciation and over- 
head, for bicycles is less than $36 per year. 

Increases of travel distance to and from the route and increasing averag 
distance between (delivery stops determine the assignment of the Mailster or 
other vehicle to effect more deliveries per day than by foot or bicycle. In an 
S-hour day for a carrier approximately 5 hours are used in the actual deliver) 
of mail and 3 hours routing the mail, ete., in the office. Mailsters represent the 
lowest initial cost and investment per route of any other motor vehicle. Limited 
utilization (5 hours per day) make it necessary to employ a low investment. 

The truck can operate in rough terrain and carry volumes greater than the 
Mailster. The truck can be used in other allied services such as special delivery 
and collections. Full cost of operation, including depreciation and overhead, of 
the truck is approximately one-third greater than the Mailster (relation of 60 
cents to 45 cents per hour). 

In the delivery and collection of mail the varying factors throughout the 
country show definite areas of service where each type of delivery, foot, bicycle, 
Mailster and truck, has a very definite place. 

It is the objective of the Post Office Department to specify and employ the 
most economical and efficient equipment to each individual requirement area. 
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Question No. 3: What is the saving on parcel post over the foot routes? 

Answer: In outer residential areas a separate parcel post truck and carrier 
delivers parcels over an area of approximately 10 foot-routes. The elimination 
ot the parcel-post route would save approximately $7,320 per year or an average 
of $732 per foot-route, 

Question No. 4: Is there a service improvement? 

Answer: Yes. In offices where routes have been mechanized and the carrier 
delivers all of the mail including parcel post on his respective route, the vast 
majority of parcels are delivered by this currier on his first attempt. He has 
definite knowledge of most all patrons on his route and is able to dispose of 
parcel post more readily than a parcel-post driver who is not familiar with the 
area and must cover 10 such routes each day. Normally, parcels that are at- 
tempted but not delivered by the parcel-post driver are returned to the local office 
where they must be filed, additional notices mailed out and frequently must be 
reattempted at the request of the patron. If not reattempted, patron must make 
a separate trip to the local office of claim his parcel where this delivery is then 
handled by clerical operation. Carrier must perform in inclement weather and 
the use of the enclosed vehicle allows him to do so while affording protection to 
the mail. The vehicle clearly reduces fatigue of the employee, enabling him to 
perform better service to the public. 

Question No. 5: Are they any use in the snow and ice (Lincoln, Nebr.) ? 

Answer: Two Mailsters are being used in Arlington, Va., and one in Lincoln, 
Nebr. Those are the only cities where these vehicles are now in operation which 
would normally encounter ice and snow. 

Question No. 6: How about the success? 

Answer: Reports received on the limited operation described above indicate 
use in snow area was successful. 

Question No. 7: Are Mailsters in use in other than flat country? 

Answer: The original Mailsters were only 5 horsepower and were not expected 
to successfully operate in hilly country. We have received 7.5 horsepower 
Mailsters that were placed in use in Arlington, Va., on hilly routes and the opera- 
tion has been successful. 

Question No. 8: What is the investment in a Mailster compared to a truck? 

Answer: Approximate costs are: 


Original Mailster__ ee Sia ase caro : $72 
Improved Mailster (starter, higher horsepower, etc) _ 
%-ton right hand drive panel_ 
RMI AOI ae 2, 000 
IN On eter citecgea in aceite eames (ae 


Question No. 9: Will a Mailster replace a truck in any instance? 

Answer: On any route where mounted service is required a Mailster ean re- 
place a truck with the following reservations: Truck would be used over ex- 
tremely rough terrain, where the travel distance to, from, and on the route is 
excessive, or where the daily volume of parcels is too large for the Mailster to 
handle. 

Question No. 10: Is there any request for more Mailsters? 

Answer: Yes. The purchase of 1,500 Mailsters for this fiscal year and an 
additional 2,000 for the next fiscal year has been requested by the Bureau of 
Operations. 

Senator Roperrson. If there are no other questions at this time, the 
Chair would like to call on the representatives of the Bureau of the 
Budget. 
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BUREAU OF THE BUDGET 
COMMERCE AND Finance Division 


STATEMENTS OF WILLIAM PFLEGER, ASSISTANT DIVISION CHIEF, 
COMMERCE AND FINANCE DIVISION; JAMES R. THOMASON, PRIN- 
CIPAL BUDGET EXAMINER; SAM R. BROADBENT, CHIEF, COM- 
MERCE AND FINANCE DIVISION; AND JAMES F. SCOTT, BUDGET 
EXAMINER, COMMERCE AND FINANCE DIVISION, BUREAU OF 
THE BUDGET . 


POST OFFICE DEPARTMENT BUDGET REDUCTIONS 


Mr. Broaprent. I am Sam R. Broadbent, and I am Chief of the 
Division of Commerce and Finance, and the Post Office Department is 
one of the agencies within the general jurisdiction of that Division. 

Senator Ropertson. Go ahead and tell us what you know about mail 
volume and the accuracy of these estimates and how much restoration 
of this $26 million the Budget Bureau is prepared to recommend and 
just ify. 

Mr. Broapbent. At some part of my testimony, if it is agreeable to 
you and the committee, I should like to defer to some of my associates 
here because Mr. Thomason and Mr. Scott spend full time on the Post 
Office Department. They are working with them every day of the 
vear. 

We reviewed the Post Office Department budget as presented. 
Under our instructions relative to the compilation of the executive 
budget, we effected a reduction in the Post Office Department request 
for 1957 of some $30,557,000. Those reductions were scattered through- 
out the main headings of the appropriations items. 

Largely they were related to the estimates of mail workload and 
mail vodlume. We were, of course, under instructions to bring in a 
balanced budget for 1957. That means we “nit-picked” and argued 
and kicked the ball all over the lot to make adjustments to give every 
agency what was deemed to be their share of the pie. 

Senator Rozgerrson. You even had a little anticipated surplus, did 
you not? 

Mr. Broappent. Yes, sir. 

Senator Ropertson. How much was that? 

Mr. Broappent. About $400,000. 

Mr. Pruncer. $400 million. 


ANTICIPATED INCREASE IN REVENUE 


Senator Cartson. Of the $400 million, how much was the antici- 
pated increased revenue from an increased postal rate? 

Mr. Broappent. $406.5 million. 

Mr. Tuomason. We showed in the budget $350 million that we 
anticipated in increased revenues. 

Senator Rogerrson. All right, you may go ahead. 

Senator Cartson. Were those all in the Post Office Department or 
were there other agencies where you might have expected some in- 
creased revenue? 
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Mr. THomason. The $350 million relates to the Post Office Depart- 
ment. 

Mr. Broapsent. That was adjusted upward to $406 million. 

Senator Roperrson. That was my conclusion from a hasty survey 
of your budget estimate, that the balanced budget really depended on 
an increase in postal rates. 

Mr. Broapsent. On the basis of the facts as far as we were able 
to determine them, we made that recommendation and we believe it 
was a sound one. We recognize that it was made some time ago. 

Senator Roperrson. Wait a minute. I have lost the connection. 

Which recommendation have you made? 

Mr. Broappent. The one which included in the 1957 budget an esti- 
mate for the Post Office Department of $3 billion for all operations. 

Senator Porrer. In other words, the budget as proposed to Con- 
gress, you feel, has all of the fat taken out of it; is that correct? 

Mr. Broapsent. We think so. 

Senator Porrer. And it is your feeling that the cuts that were made 
by the House go into the muscle and would, therefore, deny what is 
essential ? 

Mr. Broapbent. That is correct. 


STUDY OF ESTIMATED MAIL VOLUME AND COST 


Senator Rosertson. Did the Bureau of the Budget make an inde- 
pendent study of the estimated volume of mail and the cost of han- 
dling it? We were a little vague on that last year. 

Mr. BroapBent. It is a complicated process and if you wish to take 
the time, Mr. Thomason has been in on it for a good many years. It 
is highly technical. 

Senator Ropertrson. He might not have time to indicate how he 
got it. 

Mr. TuHomason. I would like to say first that the analysis and study 
that we made, the forecasts that we made, of mail volume, were 
essentially the same estimates which the Post Office Department made 
independently. We go about it somewhat differently, however. 

Over a period of years, we have found that there is a ver y close 
relationship of mail volume to such factors as national income and 
population. We use what we call a multiple-correlation equation 
which has been developed over a period of years to make this initial 
determination. We found it to be very close to what the Department 
actually came out with at the end of the operating period. 

I have here a statement on the basis of this equation that we use. 
I would be very glad to give it to the committee so that they could 
review it at their leisure. 

Senator Ropertson. Suppose you give us a summary and you can 
insert in the record a more detailed statement so that those who want 
to go into the fine details can do so without our having to take the 
time here. 

(The information referred to follows :) 


BASIS FOR THE USE OF THE POSTAL VOLUME ESTIMATING EQUATION 
BACKGROUND 
The estimating equation used is based upon the close relationship which has 


been observed between changes in general business activity as reflected by na- 
tional income and population, and mail volume: We do not have empirical 
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evidence showing the causes of this close relationship ; however, it is reasonably 
certain that changes in general business conditions do influence mail volume 
directly. A few of the probable relationships between changes in mail volume 
and general business conditions are outlined below : 

1. At the retail level, increases or decreases in business activity will cause 
increases or decreases in mail volume. For example, as business activity rises, 
retail sales will increase, generating store bills and other mailings such as parcels. 
In the case of a decline in activity, business would probably have fewer customers 
and sales, resulting in decline in mail volume. 

2. At the wholesale and manufacturing levels, changes in business activity 
would also cause similar changes in mail volume. 

3. As farm income changes, it is likely that mail-order sales will likewise 
change. These changes would be reflected in both first- and fourth-class mail 
volume. 

4. The number of subscriptions of magazines and newspapers is also somewhat 
related to personal income. After a period of time, it would be expeeted that 
changes in national income will cause changes in the volume of seeond-class 
mail. 

5. We are not certain about the reaction of advertisers to a decline in income. 
They may increase their mailings to attempt to capture a larger share of a 
smaller market. 

The estimating equation used by the Bureau of the Budget is derived from a 
multiple correlation analysis using national income deflated with the Consumer 
Price Index, and population as the independent variables and total mail volume 
as the dependent variable. 

In order to have series that are on a comparable basis, it has been necessary 
to adjust or deflate national income with the Consumer Price Index. Both popu- 
lation and mail volume are physical quantities not materially influenced by 
changes in prices. National income, however, particularly since the end of 
World War II has reflected the rapid rise in prices and, has had to be deflated 
with the most appropriate deflator available. National income has been selected 
as being the best general economic measure to use. Because population changes 
also influence mail volume, it is included as one of the variables in the correla- 
tion analyses. 


CORRELATION ANALYSIS TECHNIQUE 


Correlation analysis is a common technique used for estimating purposes. The 
reliability of the estimate, derived from the equation, depends in part upon the 
correlation between the series (which in this ease has been very good) and the 
accuracy of the estimates of the independent variables, national income, popula- 
tion, and consumer prices. In this instance it should be pointed out that the 
estimates of national income and population used are those used in the general 
economic bases for the preparation of the entire Federal budget. 

The use of national income and population estimates in the mail volume esti- 
mating equation improves its reliability in three ways. First, because by using 
these economic assumptions which are independently made by other Bureau 
staff and are based on consistent economic interrelationships, the probability of 
accuracy of the estimate is improved. Second, by relating the mail volume esti- 
mate to the economie assumptions of the entire budget, the Post Office Depart- 
ment’s budget is consistent with the basic eeonomic framework used for all agen- 
cies’ budget submissions. Third, it is assumed that the use of this estimating tech- 
nique has also provided the Post Office Department with a technique for deter- 
mining the relationship between appropriation requirements and probable in- 
come from operations. 

Beeause of the long-time lag of over 2 years from the preparation of the 
economic assumptions to the end of the fiscal year, it is not surprising to find 
that the original estimate of mail volume will vary from the actual, although 
the variance has been surprisingly small. It is believed that the equation’s record 
to date has been a good measure of mail volume, considering the changes in eco- 
nomic conditions which have oceurred during the past few years. 


Mr. Broappent. J will ask Mr. Thomason to explain how it came 
out for 1955. 

Mr. THomason. The 1955 

Senator Ropertrson. That is fiscal year 1956? Fiscal 1955 is when 
they said they made the big error. 
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Mr. THomason. In fiseal 1955, based on our analysis, we forecasted 
that the Department would have a mail volume of 53.7 billion pieces 
of mail. Actually, when the returns came in, they had 55.2 billion 
pieces of mail. In other words, for that year, based on our equation, 
we were low. 

Senator Roperrson. But they were high in their estimate. 

Mr. TuHomason. They were high. 

In fiseal 1956, we estimated that they would have a total of 55.4 
billion pieces of mail. The Department is now estimating 56.8 billion, 
based upon changes that have taken place since the time that we made 
our original estimates. We will not know for 5 months just what the 
actual outcome will be, but based upon the most current operating 
reports, which they have provided us, it would appear that 1t would 
be very close to the estimate that we now have in the budget of 56.8 
billion pieces of mail. 

Senator Ropertrson. That is the current fiscal year? 

Mr. THomason. Yes, sir. 

Senator Roserrson. How do you check with them for fiscal 1957? 

Mr. THomason. On fiseal 1957, we agree. 

Senator Ropertson. That is 58.3? 

Mr. THomason. 58.3. 

Senator Roperrson. The House said that they would allow you 57.8 ; 
is that correct ? 

Mr. THomason. That is right. 

Senator Roserrson. Do you agree with the Department that if we 
do not give you more money then somebody is not going to get mail 
at the end of the year? 

Mr. THomason. We say it would be difficult for the Department to 
do the job that they are expected to do. 


RECOMMENDED RESTORATIONS 


Senator Ronertson. How much do you recommend based upon this 
difference in estimate of volume and in what category would you make 
the restorations? Mr. Broadbent said something about restoring $30 
million. They did not cut them in excess of $26 million, so we could 
not be expected to restore more than they cut. 

Mr. Broappent. For operations, the 1957 budget request from the 
Post Office Department was $2.118,880,000. The House committee 
reduction was $10,880,000. 

We believe that the original budget request was a sound one. 

Senator Roperrson. Then you recommend that we restore $10,- 
800,000 2 

Mr. Broapspent. Yes, sir. 

Senator Roperrson. To what item? 

Mr. Broapsenr. To operations. 

Senator Rosertson. Is that all due to your estimate of the volume 
of mail? 

Mr. Broappent. Yes, sir; that ties right back to it. 


TRANSPORTATION BSTIMATE 


Senator Ropertson. There is another cut of approximately $10 mil- 
lion. What do you have to say about that? 
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Mr. Broapsent. That is the one for transportation, and we think 
that that will make it very difficult for the Post Office Department to 
operate. ‘They have to carry the mails. They have to pay the buses, 
the railroads, the airplane companies, and so on. The only way to 
get out of that is to cut down on personnel. That means some mail 
will not be handled today; it may be tomorrow or the day after. 

Senator Rorertson. As we understand it, these cuts totaling $20,- 
800,000 are vitally affected by the volume of mail to be handled ¢ 

Mr. Broappenvr. Yes, sir. 

Senator Rosertrson. And you have made an independent estimate 
of the volume of mail? 

Mr. Broappent. Yes, sir. 

Senator Ropertson. In fiscal 1956, your estimate was considerably 
below the estimate of the Department; is that correct ? 

Mr. Broappent. That is right . 

Senator Roserrson. In fiscal 1956, your estimate was how with re- 
spect to the Department estimate / 

Mr. Tuomason. Slightly below. 

Senator Ronertson. In fiscal 1957, on an independent basis, you 
both reached the same figures? 

Mr. Broapsent. That is correct. 

Senator Roserrson. You are of the opinion that the estimate of 
the House for 57.8 billion pieces of mail is too low and unless approxi- 
mately $20 million is restored for operation and transportation there 
will be a serious impairment of the mail service; is that correct ? 

Mr. Broappent. That is our opinion. 

Senator Rogerrson. I think I understand your position. 

Are there any questions? 


PREVIOUS PROCEDURE 


Senator Haypen. I would like to ask, Mr. Chairman, whether in 
the light of these estimates that have been made from time to time, 
and when time has shown that there have been increases in the volume 
of mail above the estimates, what did you do about it? Did you not 
send up to the Congress a deficiency estimate and did not the Congress 
appropriate additional moneys so the Post Office Department could 
continue to operate the way it should be operating ? 

Mr. Broaprent. That has been done in the past. 

Senator Haypen. We had the original amounts appropriated and 
the supplemental estimates have been sent up, and they have been 
put in the record. If we judge the future by the past, we will either 
appropriate the money now or next spring. 

Senator Rorerrson. Before you came in, we had some question 
about being able to live within the current budget. 

How much more is the Department asking of the Bureau of the 
Budget ? 

Mr. Broaprent. There has been no formal request presented yet. 

The Post Office Department is going to move the mail. That is 
their primary function. When they use all of their available funds 
to move the mail, they do not do the other things that we all thought 
they should do, like extending carrier routes and maybe some rural 
routes and just 101 things in an operation like that which they have 
to curtail. That brings criticism on the agency. 
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Senator Porrer. I think the testimony of the Post Office Depart- 
ment is the fact that they are running about $20 million behind the 
present budget over last year. 


TRANSFER OF FUNDS 


Senator Roperrson. They have the privilege of making transfers, 
do they not? 

Mr. Broappent. Yes, sir; within certain limitations. 

Senator Rozerrson. To keep the mail going, so far, they have made 
some transfers, have they not? 

Mr. Broappent. That is correct. 

Senator Roserrson. How much leeway do you think is in the pres- 
ent budget for pending transfers if they did run a little short on trans- 
portation and operations 4 

Mr. Tuomason. They still can make transfers up to 5 percent. 

Senator Roserrson. How much leeway on what is desirable but 
not necessary, or is that budget so tight that you cannot point to any 
big sums that could be transferred ¢ 

Mr. Broapsent. I would say nothing is impossible but in transpor- 
tation, for example, where there have been quite a lot of adjustments, 
they have about reached their limits. I saw trains go out with mail 

‘ars on them; they no longer have them. They had 2 cars on parallel- 
ing routes where now they have 1. None of those things come about 
rapidly. You just have to make a little hay every day. 

Senator Carzson. On this point, it has been testified and agreed to 
by the Bureau of the Budget that at least there will be a supplemental 
coming up for a deficiency ‘between now and June 30. The Postmaster 
General testified that currently they would be running behind about 
$920 million. Would that have been taken care of if we followed 
through on the increased amount of mail that was carried over and 
above what both the Budget Bureau and the Post Office Department 
had last year in the appropriation 

Mr. Broavsent. If the full amount in the budget had been appro- 
priated, there would not have been any; that is correct. 

Senator Ronertson. Would there be any surplus that we could 
wind up the fiscal year with and say, “we did not spend all you have 
given us”? 

Mr. Broapsent. If they had, they would have turned it back. I 
hardly think so, though. We are always after them. 

Senator Ronertson. They do not like to turn back any. It is 
reflection on their judgment. 

Mr. Broapsent. We are not supposed to give them any more than 
they need. We have no friends. 

Senator Rozperrson. Are there any further questions? If not, we 
thank you, gentlemen. 


Are there any other witnesses here who were scheduled to be here 
this morning? 

If it is agreeable with the committe, we have a witness who is all 
steamed up to testify, and I think we ought to give him a chance to 
appear. We can give him only 20 minutes. 

We will be glad t to hear you, but you will have to be brief. 
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STATEMENT OF RAYMOND W. NICHOLS, McLEAN, VA. 
POST OFFICE OPERATIONS 


Senator Roperrson. You have testified on numerous occasions be- 
fore Congressional committees; have you not ? 

Mr. Nicuots. No, sir; but I have been in court on numerous occa- 
sions, but there is none pending now. 

Senator Roggrrson. In court? 

Mr. Nicwoxs. Yes, sir. 

I want to volunteer something. 

Senator Rosertson. You have been working on this for how many 
years now ? 

Mr. Nicuors. About 15 years, and I have spent my own money. 

Senator Roperrson. And you have been in court on it ? 

Mr. Nionors. Yes, sir. 

You asked me the question that I can give you an answer to which 
might surprise you, whether they would return their appropriation. 

I bought radiators when I started my garage to initiate the first 
automotive box-to-box collection service. I bought radiators and 
desks _ so forth in the Old Post. Office Building that were being 
in use, said to the young man, after first inquiring of him as to 
whether em were any good ones—my place is 1110 where the 
Revenue Building stands —T asked him if he had some good radiators. 
He said, “I don’t now, but I will have some. Do you want to see them?” 

I said, “Yes,” and he took me up to the fourth floor and told me to 
mark any that T wanted and a desk and safe. After all, this was 
so that they could eat up their appropriation. I bought them at a 
cent and a half. 


SPECIAL DELIVERY SERVICE 


Now, gentlemen, if you do not agree with me, with this record, which 
is undisputed, that the Departme nt first should clean house and get 
the revenue that Congress has authorized them to collect before they 
come in and beg for a 1 deficiency appropriation. I refer particularly 
to the special-delivery service. The statistics of the Department are 
for the past 17 years an aggregate deficit of $91 million plus. That 
breaks down to nearly $6 million a year. 

Now, what is the cause of this? It is because they have left the 
tail end of a nonremunerative volume. Their volume is done by 
Western Union who picks up the letters locally and delivers them 
locally and in direct competition with the Post Office Department 
which is contrary to the law and contrary to their own regulations. 

T have a copy here of a C ongressional Record which is volume 78, 
part 8, 2d session, the 73d Congress. 

Senator Roprerrson. That was a pretty good Congress. That is the 
one in which I started. 

Mr. Nicrots. I will not take up too much time. I hate to be 
limited. 

Mr. Taber, on the occasion of the only amendment that was passed 
to section 500, wherein the Department is allowed 100 percent monop- 
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oly for the carrying of first-class mail—I am cutting this as short as 
Ican. This paragraph of the debate by Mr. Dobbins reads like this: 
this does not change the law as to what we might send out to the mail matter. 
The limitation relates only to first-class mail. The telegraph companies, those 
who furnish messenger service, have been coming in and taking the cream of 
postal business by inexpensive handling of local letters. The Post Offiee De- 
partment estimates that this deprives the department of $400,000 or $500,000 
per year. 


CAUSE OF POSTAL DEFICIT 


Now, there is the little old postal telegrapher that the Government 
instituted. Today, 50 percent of the gross business of Western Union 
is picking up first-class mail and delivering it on 5-cent postage and, 
besides that, they gyp the Department of 23 cents revenue for deliver- 
ing that special-deivery letter. ‘Today, what; isit? Itisthat last tail 
end that causes this $5 million deficit. Tt is because they missed the 
chance of a possible 23-cent revenue also on that first-class mail. 

T claim—and these regulations that they are operating under are 
official—here it is, signed by Hon. Arthur Summerfield, Postmaster 
General, and dated June 1955. I can show you page after page that 
actually encourages a violation of the law in the delivery of mail by the 
big utilities. 

I brought three suits, and on my oath, [ declare that I have the evi- 
dence here in case 256 Miscellaneous Docket—would you like to hear 
just a page or so? 

Senator Roperrson. I do not think we would have time. 

Mr. Nicnors. It shows without any doubt—— 


COURT SUITS 


Senator Rosperrson. Where was the suit filed and what happened? 
Did you lose the suit? 

Mr. Nicnots. The suits have never been tried. They have been 
buggered out of court through some excuse or by motion. They have 
never denied their guilt. Ev erybody knows th: a Western Union will 
deliver a letter anywhere in the town. When I first brought that to 
the Justice Department—— 

Senator Roperrson. Your suits were dismissed / 

Mr. Nicriots. Those suits were dismissed, but they are not tried and 
it is still jurisdictional in any jurisdiction except. two. 

Senator Rosertson. Do you want to tell the committee and have it 
in the record what courts considered these records? You said they 
were being “buggered” out of court. I do not know what you mean 
by that expression. 

Mr. Nicuors, The first suit was filed in Illinois. 

Senator Rosperrson. What year was that / 

Mr. Nicuors. 1947, and impounded by Judge Lindley who, after- 
ward, went up to the appellate. Before he went up, he see my 
cost bond from the statutory $2.50 requirement up to $2,500. TI did not 
want that judge to try my case. I came in with a motion to proceed 
without bond. That was denied me. That is all the jurisdiction the 
court assumed—denied me the right to go ahead. 

Senator Roserrson. Go ahead. 
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Mr. Nicnors. Well, the next case I took into a different jurisdiction, 
up in Minnesota where I own property where a cost bond could not be 
a factor. I brought a suit. I figured if Illinois cared to let a man 
go for murder, it would not hold Minnesota. They came in with a 
plea of res judicata. They did file an instrument down in Illinois for 
the very purpose of this next alibi. This was conclusions of fact and 
law and the court only exercised jurisdiction as to whether I would 
be allowed to go on to prove or not. 

The court up in St. Paul dismissed on that ground, res judicata. I 
came down here in the great State of Virginia where I didn’t think 
that kind of business would set too well. I brought a suit. They 
came in with another plea of res judicata. In the court’s own words, 
he has thrown it out. 

Senator Roserrson. You have brought suits charging illegal prac- 
tices on the part of the Department ? 

Mr. Nicnois. No; I beg your pardon 

Senator Ronson. You are telling us that the Department is still 
doing illegal things; are you not? 

Mr. Nicuots. They are allowing Western Union to usurp a tre- 
mendous amount of their revenue and they are making no effort, and, 
on top of that, the United States Steel Co. is allowed to run a private 
express that the Department has O. K.’d from Pittsburgh to Cleve- 
land, across Indiana, and Illinois, to Gary, Ind., a private express, 
and there is this section of the law which forbids it; yet they allow it. 

Senator Roperrson. You asked to testify on the 10 questions that 
Mr. Curtis had and you said you had the answers. You have brought 
in an entirely new matter and you have not touched on the questions. 

Mr. Nicuots. I say, before they get another dollar they should obey 
the regulations. 

Senator Ropertson. We have your complaint and now we will look 
into your complaint, but you have not answered any of the 10 questions. 





EASTON CASE CITED 


Mr. Nicnors. The Solicitor is here in the room and the Solicitor 
had his invitation. I had a conference just before the first of the 
year. I said, “Here, your own regulations forbid competing with 
the Post Office Department.” 

He said, “Well, Western Union is not.” 

I had a rare photostat of that law, the Easton case. It is United 
States versus Thompson. Although no charge was made for letters 
or such, it is considered private express and considered a violation 
of section 18. This is the Easton case here, supra 6, and the opinion 
of the Solicitor for the Post Office Department. He summoned a 
messenger for the American District Co. and sent a messenger on 
his own particular errand. This conveyance of letters by special mes- 
sengers for the particular occasion—United States versus Easton— 
the collection of letters at a central office and delivering them daily 
where the deliveries are made over such streets constitutes 

Senator Rogertrson. Excuse me, but may I ask you this question: 
Have you taken up with the Department your allegations of illegal 
prac tices? 

Mr. Nicnors. Yes, sir. 

Senator Rozerrson. Did they give you an answer? 
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Mr. Nicuoxs. They gave me a fictitious answer. 

Senator Roperrson. You have presented the issue to us. I will 
ask the Department to submit for this record the complaints that 
you have filed and the answers that they gave you, and we will pass 
on whether or not they were fictitious. 

You admitted the courts said that they were not fictitious and 
threw all your cases out. 

Now, do you want us to overrule the courts ? 

Mr. Nicuoxts. No, sir. I beg your pardon, not the courts. Here 
is a photostat of what their regulations encourage. This goes back 
clear to the year 1935 on the Western case that I have. 

Senator Roperrson. If you have an extra copy of it, we will turn 
it over to the Department. 

Mr. Nicnots. That would not do a bit of good, because I know what 
their answer would be, but here are the facts. 


POSITION OF DEPARTMENT 


Mr. Gorr. Mr. Chairman, I am Abe McGregor Goff. I am the Soli- 
citor of the Department. This whole matter involves legal questions. 
We have gone into it very thoroughly and I assigned a man to work on 
it. I have had several conferences with Mr. Nichols, and we would like 
permission to file just a statement of our position. 

Senator Roperrson. It has already been granted; in fact, it was 
requested. 

(The information referred to follows :) 


This and the previous administration at the Post Office Department has given 
exhaustive study to Mr. Nichols’ complaint that certain of the activity of the 
Western Union Telegraph Co. is in violation of the private express statutes. 
My predecessors and I have fully discussed the case with Mr. Nichols. None of 
us has been able to find the private express statutes were violated by the Western 
Union Telegraph Co., as Mr. Nichols contends. 

Mr. Nichols believes that should he establish that Western Union has violated 
these statutes, he will be entitled to a share of any money the Government would 
recover. 

Mr. Nichols brought suit against Western Union in a number of Federal dis- 
trict courts alleging violation of the Private Express Statutes. Three of the 
eases are: United States of America v. Western Union Tele. Co. (1950), 
U.S. D. C., E. D., Ill., No. 736—D; United States of America er rel Raymond W. 
Nichols v. The Western Union Tele. Co. (1950), U. S. D. C., Minn., No. 1763; and 
United States of America ex rel Raymond W. Nichols, Raymond W. Nichols, pro 
sev. The Western Union Tele. Co. (1955), U. S. D. C., E. D. Va., No. 1084. In each 
case the court ruled against Mr. Nichols. 


Senator Roserrson. Mr. Nichols, I am glad we gave you an oppor- 
tunity to present these facts. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:55 a. m. Monday, February 20, the hearing was 
recessed until 10 a.m. Tuesday, February 21, 1956.) 
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TUESDAY, FEBRUARY 21, 1956 


Unrrep Srares Senate, 
SUBCOMMITTFE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10:15 a. m. in room F-39, the Capitol, 
Hon. A. Willis Robertson (chairman of the subcommittee) presiding. 
Present : Senators Robertson, Hayden, and Potter. 
Senator Roperrson. The committee will come to order. 


POST OFFICE DEPARTMENT 
Request ror New Post Orricre 


STATEMENT OF HON. CRAIG HOSMER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


GENERAL STATEMENT 


Senator Rogperrson. The first witness this morning is Congressman 
Craig Hosmer of California. We would be pleased to hear from you, 
sir. 

Mr. Hosmer. Thank you very much. 

I know that the committee has many things to do this morning and 
I wonder if it would be satisfactory if I presented a written statement 
at a later date. I will send it right over. 

Senator Rosertson. That deals with the need for a new post office, 
as I understand it, does it not? 

Mr. Hosmer. Yes, sir. I would lke to submit some additional in- 
formation for the committee’s file. 

Senator Rogerrson. I suspect you are also speaking for the two Cal- 
ifornia Senators; is that correct ? 

Mr. Hosmer. Yes, sir. Senator Kuchel has sent a letter to the com- 
mittee expressing the same views which I will express in more detail. 

Senator Rozerrson. Thank you very much. We will include your 
letter along with the letter from Senator Kuchel in the record. 

(The material referred to follows :) 


STATEMENT OF Hon. Craig HOSMER OF CALIFORNIA 


The city of Lakewood was incorporated April 16, 1954, from county territory. 
At that time, it was served by both the Long Beach and Bellflower post offices. 
During 1954, it was placed entirely under the Long Beaeh post office. In 1955 
the Lakewood Center branch of the Long Beach post office was given “hemi- 
autonomous” status. 
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Even before incorporation, Lakewood, Calif., was established in the postal guide 
as a post office designation. A continuous and now successful campaign has been 
carried on to educate correspondents to address mail to Lakewood residents at 
Lakewood instead of Long Beach. This will minimize misaddressed mail when 
the independent post office is established. 

There has been a constant and general desire for an independent Lakewood 
post office ever since the city was incorporated. This has been expressed offi- 
cially by Lakewood’s city council and by numerous Lakewood civic groups 
including the Chamber of Commerce, Lakewood Civic Association, and many 
others. 

Most importantly, the people themselves want it. Last fall, I scientifically 
polled the opinion of Lakewood residents on the issue and 75 percent expressed 
their desire for their own post office. 

This is in accordance with the American tradition of local post offices. 

Here are some interesting statistics about Lakewood— 

Population: 75,000; assessed valuation: $35 million (net); area: 64% square 
miles : number of residences : 15,300; miles of streets : 103; gross business volume: 
$70 million; number of businesses: 300; postal receipts (estimated) : $250,000. 

Lakewood is California’s 15th city in population. Only 173 cities in the United 
States have a greater population. All cities in Idaho, Montana, Nevada, and 
Wyoming are smaller than Lakewood. Nevada’s three largest cities (Las Vegas, 
Reno, and Carson City) combined have a smaller population than Lakewood. 

In Colorado only Denver is larger than Lakewood ; in Arizona only Phoenix; in 
Oregon only Portland; in Utah only Salt Lake City; in New Mexico only 
Albuquerque. 

A city of this magnitude most certainly deserves autonomy in its postal affairs. 
I am attaching a letter written to the Postmaster General by Mayor Angelo M. 
Iacaboni detailing some of the city’s reasons for its postal desires. 

I cite one embarrassing situation that recently occurred as an illustration of 
one kind of difficulty being experienced because of the nonindependent status of 
postal affairs in this 15th largest city in California. An election of city officials 
is to be held next April. In compliance with law, Lakewood’s city clerk sought 
a bulk-mailing permit to mail sample ballots to Lakewood’'s registered voters. 
The clerk was informed that this mailing would have to bear a Long Beach, Calif. 
permit number. It was only throngh intercession with the Postmaster General’s 
office that this exceedingly unfortunate and embarrassing requirement was 
waived, and the legend “Lakewood, Calif.” was permitted on the mailing. 

Let me say that the people of Lakewood made their decision to become a city 
by a substantial majority vote. They were well aware that incorporation would 
involve city taxes in addition to those they pay to the county of Los Angeles. 
Yet, in their wisdom and in their intimate understanding of the local situation, 
they chose to become a city and bear the additional financial burden, because the 
over-all benefits of the new status overwhelming outweighed maintaining the 
old status. 

The decision has been a happy one, and Lakewood citizens have prospered 
from it. Thus, there must have been good reasons behind the move to local 
civic autonomy, and these same reasons apply, as they do in every other American 
community, equally to the post office setup. 

Throughout the course of our Nation’s history, American post office tradition 
has been to localize United States postal facilities to our numerous cities and 
towns. Obviously, if that had not been beneficial and to the interest of both 
the communities and the Nation, the practice long ago would have been aban- 
doned, and the Post Office Department reorganized along some other lines. 

Therefore, the practice of establishing post offices for American communities 
is something of value—worth the cost. 

To hesitate to establish an independent Lakewood Post Office on the basis that 
it would raise the Department’s costs somewhat in the area would, therefore, be 
wrong. 

Rather it should be regarded in the light that the present lack of independent 
post-office facilities is an inequity to both the people of the community and the 
country generally. Something of value to both, already proved well worth the 
cost by our country’s long postal experience, is lacking here. The lack should 
be remedied, and I urge the establishment of an independent Lakewood, Calif., 
post office without delay. 

Thank you for your courtesy. 


soit 
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JANUARY 26, 1955. 
Hon. ArtHUR D. SUMMERFIELD, 
Postmaster General, United States of America, 
Washington, D.C. 

Dear Mr. SUMMERFIELD: On behalf of the residents of the city of Lakewood, I 
am writing directly to you to request your active support for our efforts to 
obtain a separate post office of our own. At present our city is served by a 
branch of the Long Beach post office. We feel that at best it is a most unsatis- 
factory arrangment. 

Lakewood, population 71,316, was incorporated as a city about 1 year ago— 
the largest incorporation in the history of the United States. It is the 15th 
largest of California’s 316 cities, with a unique planned shopping development 
embracing 150 acres of the Nation’s most modern type businesses. It urgently 
needs its own post office. 

At present, Lakewood accounts for $173,000 in annual postal receipts (the 
figure is for 1954). I understand this figure is larger than a goodly percentage 
of first-class post offices throughout the country. Our shopping center is grow- 
ing rapidly, and the city’s business houses are doing a truly phenomenal gross 
volume. Lakewood is drawing business away from the city of Long Beach and 
from communities within a radius of 10 to 15 miles. During the Christmas 
holidays, our mail volume here was so great that postal employees could not 
possibly keep up with the work. Thus deliveries suffered, both to businesses 
and homes. 

It is our firm opinion that the city of Lakewood is not being properly or ade- 
quately served by the United States Post Office while it remains a postal satel- 
lite of the Long Beach main office. Not only is our service inadequate now, but 
it will continue to be ever more so because Lakewood is growing as fast as any 
community in the United States. We have a vigorous, booming city here, a city 
whose statistics run along the following lines. 

Population: 71,316; area: 64% square miles; assessed valuation: $35 million 
(net) ; number of residences: 15,500; number miles of streets: 103; number of 
businesses : 300; gross business volume: $70 million. 

Under the present system, when Lakewood’s branch office is swamped with 
work, it must depend on the good olftices of the Long Beach main office to furnish 
extra employees. As a separate post office, our local installation could chart its 
own needs independent of this hybrid arrangement. 

There would be many other distinct advantages to our having our own post 
office. To mention only a few: (1) We could obtain international money orders 
here (not now possible) ; (2) hours of registry would be extended considerably 
over what they are at present; (3) patrons requiring special permits and bulk 
deposits could attend to this at the local post office (at present they must drive 
15 miles to Long Beach) ; (4) a separate post office would handle documentary 
internal revenue stamps here (not now available), and would also be able to 
handle its own claims from lost and damaged articles. 

I am aware that there is some tendency toward consolidation of post offices 
at this time. UWowever, I venture the opinion that consolidation should not 
apply where a city of over 70,000 is involved. We have found that status as a 
branch of the Long Beach oflice is a distinct disadvantage in every way: time 
of delivery, availability of services, autonomy of local postal officials in solving 
our special problems. 

There are intangibles, too, which measure as distinct advantages in having ¢ 
local post office. Under the present system, Lakewood does not even have its 
own cancellation stamp. The local post-office personnel here are under a morale 
handicap, since local citizens—intensely aware of their status as residents of a 
highly publicized new municipality—insist vehemently on services which postal 
employees are powerless to provide. Part of our city is listed as “Long Beach 8” 
though it is entirely within the city limits of Lakewood; and residents complain 
stridently that they resisted efforts of the city of Long Beach to annex this 
territory, only to wind up with a Long Beach postal address. 

In short, Mr. Postmaster General, the city of Lakewood is intensely and actively 
hopeful of obtaining its own postal autonomy within the very near future. If 
you care to send a representative of your Department here to discuss this matter 
with us in detail, we will be most happy to set aside any amount of time needed 
to pursue the problem. Quite naturally, the postal inspector from Long Beach 
has already appraised the situation and has, I understand, rendered a rather 
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negative report. We are not satisfied with this sort of treatment and prefer to 
deal directly with the highest authorities in Washington. 
Awaiting your reply, I am 
Most respectfully, 
ANGELO M. TAcoBONI, 
Mayor of the City of Lakeweod, Calif. 


FPesrvary 20, 1956. 
Hon. A. WILLIS ROBERTSON, 


Chairman, Subcommittee on Preasury and Post Office, 
Appropriations Committee, United States Senate, 
Washington, D. C. 

DEAR SENATOR: My schedule tomorrow is extremely crowded. I shall endeavor 
tc appear with Representative Hesmer at 10 o'clock in support of an independent 
post office at Lakewood, Calif., if I can. Representative Hosmer will be there 
in any case. Mr. Hosmer will present detailed informatioa with respect to the 
need for the office. He will also offer evidence of the desire of the community 
to have the Department proceed immediately with its establishment. I am in 
full support with this request. I do not believe there is any logical reason why 
a city of 70,000 should not have full post-office service. 

I very much appreciate your own interest. 

With kind regards, I am, 

Sincerely, 
THoma«s H. KUCHEL, 
United States Senator. 

Senator Ronerrson. The next witness is Mr. Jerome Keating, vice 

president of the National Association of Letter Carriers. 


NATIONAL ASSOCIATION OF LETTER CARRIERS 
STATEMENT OF JEROME J. KEATING, VICE PRESIDENT 


RESTORATION REQUESTED 


Mr. Krarenc. Mr. Chairman. My name is Jerome J. Keating; I 
um vice president of the National Association of Letter Carriers, an 
organization representing 105,000 letter carriers in every State in the 
Union, Hawaii, Puerto Rico, and Alaska. I appreciate having the op- 
portunity of making a short statement to this committee on the Post 
Office appropriation. 

We wish to request the Senate committee to give favorable con- 
sideration to restoring the $10,880,000 which was cut from the Post 
Office appropriation for the item of “Operations.” A substantial 
part of that money is earmarked to provide additional letter carriers. 
The volume of mail, as has been pointed out by the Post Office Depart- 
ment, has increased enormously in the last few years. There has 
been a great shift of population and in 1950, the urban population, 
according to the census figures, was 96,467,686. IT think all of us 
realize from our own observation that the urban population has been 
growing by leaps and bounds ever since 1950. 

The population has increased, but there are many other factors 
that have made the workload of the letter carrier extremely heavy. 
The area served has increased at an even more rapid rate. The boun- 
daries of cities have pushed out into the rural areas and it has been 
necessary to furnish these people with delivery service. In 1920, the 
population of this country was 50 percent urban: in 1940, the popu- 
lation of the country was 59 percent urban: in 1950 it was 64 percent, 
and it is our observation that in the present decade the percentage 
will be even greater than it was between 1940 and 1950. To graphi- 
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cally demonstrate what has happened, the population in Richmond, 
Calif., increased by 321 percent from 1940 to 1950; in Baton Route, 
La., it increased by 261 percent; Odessa, Tex., by 208 percent. In 
the nearby State of Virginia, the Falls Church population increased 
by 192 percent in the same 10 years; Norfolk by 179 percent; Fairfax 
140 percent, and Arlington 137 percent. 

Senator Ropertson. Of course, we are very much interested in those 
figures. I have just authorized the inclusion in the record of the 
statement of Senator Kuchel and the statement of Congressman 
Hosmer, both of whom are from California. 

There is also a brand new city in California with a population of 
70,000. It is still Long Beach, RFD. They are setting up a sub- 
station, but it is not satisfactory for a city of 70,000 people. 


POPULATION INCREASE 


Mr. Kearinc. The population increase since 1940 has been phenom- 
enal. 

Senator Rosertson, As | pointed out yesterday, it is not generally 
known in this country, but when we speak of the great birth rate in 
India, we fail to recognize that in no other country of the world is the 
birthrate as high as it is right here in the United States. 

Mr. KeatinG. That is true. 

While the population has been growing and spreading, there are 
other factors that have loaded the letter carriers with a large volume 
of work. It was only a few years ago that news was made when one 
of the large magazines was able to boast that they had reached 3 
million circulation. Last year, the Reader’s Digest circulation passed 
the 10 million mark, and there are 10 national magazines that have 
circulation figures well in excess of 4 million. Not only have the exist- 
ing ones increased in size and circulation but there have been a great 
Imany new magazines published within the last 15 years. There has 
been a terrific increase in the number of magazines published. 

Senator Porrer. And there is a terrific increase in the number of 
people who are subscribing to magazines. 

Mr. Kratine. Of course, and that is shown by the increase in the 
use of paper. It has gotten to the critical point where the demand 
for newsprint has exceeded the supply. 

Not only have the magazines increased in circulation but they have 
increased in size and frequently letter carriers are compelled to carry 
magazines where a single copy weighs as much as 2 pounds. 


INCREASE IN CIRCULAR MAIL 


Along with the increase in magazine mail, there has ben a phenom- 
enal increase in circular mail. Advertisers have used the third-class 
mail as a method of distributing their products. In Pittsburgh, the 
letter carriers had 150-watt lightbulbs to deliver to every resident in 
the city. There has been a deluge of toothpastes and various other 
samples. 

The workload of the letter carrier has been terrific—the routes have 
not been adjusted as rapidly as the population would seem to justify. 
We are constantly going through economy periods in the postal serv- 
ice. There is an economy wave on at the present time where men are 
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being urged to defer their vacation until after the first of July, which, 
of course, does not solve any budgetary problem—it merely defers the 
expenditure. 

TOTAL LETTER CARRIERS 


On June 30, 1954, there were 89,671 regular letter carriers. On 
December 31 of last year, there were 92,269 regular letter carriers, an 
increase of 2,598, Last year there were 4,360 new routes created but, 
despite that fact, there isn’t a single day of the week that we do not 
receive many letters requesting us to assist the men in getting addi- 
tional help. I received a letter from a carrier in suburban Chicago 
where he states: 


At night when I get home and rest for a bit I can hardly get up and walk 
around and on the way to work in the morning I sometimes think I can’t make 
it to the post office. 

Ife stated that the doctor was treating him for nervous prostration. 
That is not an isolated instance—our letter carriers are working 
harder and carrying heavier loads than ever before in history, and 
we are fearful for the health of our men if they are not given the 
additional help that they need. This condition is general through- 
out the United States. If anything, I believe the Post Office Depart- 
ment was conservative in the extra carrier positions they requested. 
We sincerely hope that this committee will restore the money to the 
appropriation so that the necessary help can be secured. I am sure 
that the members of this committee will give this request the sym- 
pathetic consideration that we feel it deserves. 

Senator Roperrson. I can assure you, Mr. Keating, that this com- 
mittee will, because it is a problem ‘with which all of us are deeply 
concerned. We know there is a common complaint among patrons 
of the post office that first-class mail is not moving as rapidly as it 
should. In many cases, a letter which ordinarily would be delivered 
in 1 day now takes 2 days and sometimes longer. Of course, there is 
no afternoon delivery in the residential areas. Those who live in a 
well-developed suburban area, where everything that goes with a 
suburban area is well developed, complain that there is no service 
at all. Therefore, it would not be the inclination of this committee 
to freeze postal service in the face of a very rapidly growing demand. 
Therefore, consideration to your views certainly w ill be given. 


USE OF CADDY CARTS 


Senator Porrer. Has your organization made any recommendations 
as to the use of these pushearts that were proposed at one time? May- 
be they are being used. 

Mr. Keatinc. There are a great many of them in use now. The 
men who use them like them. 

Senator Porrrer. It would seem to me that would take a lot of the 
load off of their backs. 

Mr. Keatrine. It does reduce the physical strain. I do not know 
if the Department has any available now, but they do supply them, 
as far as they are available, and there are quite a few thousand in 
use. Many of the men have bought their own. In fact, the Cham- 
berlain Co. advertises in our magazine every month, and the men buy 
their own carts. 
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Senator Haypen. What do these carts cost? 

Mr. Keating. I think it is Sey $25. It costs quite a 
bit. It is the regular caddy cart. 

Senator Porrer. I would assume that the funds that you are ask- 
ing to be restored from the operation factor in the budget would be 
funds which would go for the purchase of these carts; is that correct ? 

Mr. Keatinc. No; that is another source. We did not make any 
recommendation on that, but I am sure that Facilities could use 
what they requested very easily. 

Senator Porrer. I can assure you as one member that I am greatly 
sympathetic to the increasing load that the carriers have had to as- 
sume in the past few years, and it is a growing thing. I do not see 
any end to it. I think it would be foolh: dy for us to ask that at 
this time. 

Mr. Keating. It has often been said that one of the best barometers 
in this country is the volume of mail handled by the Post Office. We 
would like to see it continue to grow but we want to have the help 
to handle it properly. 

Senator Haypen. You speak of this device as a caddy cart. Isa 
man who uses a caddy cart for carrying golf bags in valhintinllle 
the same position as a postal carrier ? 

Mr. Keating. Yes, sir, the carts are just about the same. 

Senator Haypen. I know that our cook does not have anything 
quite as elaborate as that, but she does have something on wheels 
which she uses to carry the groceries home. 

Mr. Keatrne. I have carried mail for 20 years. The weight limit 
is 30 pounds. It does not sound like much, but when you carry 30 or 
35 pounds, it eventually becomes pretty heavy. 

Senator Roserrson. When I was in the infantry, we sometimes had 
to carry 60 pounds and, at times, those straps felt like they were 
cutting right into me. 

Are there any other questions? 

Apparently that concludes our committee hearings. Thank you 
for being here, Mr. Keating. 

(W hereupon, at 10:30 a. m. Tuesday, February 21, 1956, the sub- 


committee recessed to reconvene at 10 a. m. on Mond: ay, February 27, 
1956. ) 
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MONDAY, FEBRUARY 27, 1956 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room F-39, 
the Capitol, Hon. A. Willis Robertson (chairman of the subcommit- 
tee) presiding. 

Present: Senators Robertson, Hayden, Dirksen, Potter, and 
Johnston. 


TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 


STATEMENTS OF W. RANDOLPH BURGESS, UNDER SECRETARY OF 
THE TREASURY; DAVID W. KENDALL, ASSISTANT SECRETARY 
OF THE TREASURY; WILLIAM T, HEFFELFINGER, FISCAL ASSIST- 
ANT, SECRETARY; WILLIAM W. PARSONS, ADMINISTRATIVE 
ASSISTANT SECRETARY; AND WILLARD L. JOHNSON, DEPART- 
MENTAL BUDGET OFFICER 


INTRODUCTION OF WITNESSES 


Senator Rosertson. The committee will come to order. 

We are pleased to have with us today representatives of the Treas- 
ury Department, headed by our good friend, Hon. W. Randolph 
Burgess, who will speak personally for the Secretary of the Treasury. 

Before Mr. Burgess makes his statement, I will be glad for him to 
indicate for the record other witnesses of the Treasury who are pre- 
pared to answer committee questions. 

Mr. Bererss. Mr. Chairman, I wish to present the apologies of the 
Secretary of the Treasury, who is tied up in another meeting. 

I have at my right David Kendall, who is Assistant Secretary in 
charge of Coast Guard, and so on. 

Bill Parsons, Administrative Assistant Secretary. 

And Bill Heffelfinger, who is Fiscal Assistant Secretary, and Mr. 
Johnson, who is the departmental budget officer. 

Senator, you have before you a complete statement, including the 
full data that we presented to the House committee on the basis of 
which they acted. 

The House has already acted on their recommendations. 
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PREPARED STATEMENT 


Senator Rorerrson. The Chair has read that statement. If you 
wish we may just include it in the record at this point. 

Mr. Bureess. Very good. 

(The statement referred to follows :) 


STATEMENT OF UNDER SECRETARY BURGESS ON THE TREASURY DEPARTMENT 
APPROPRIATION BILL For THE FIScAL YEAR 1957 


Mr. Chairman and members of the Treasury Subcommittee on Appropriations, 
the Secretary sends his regrets that other commitments prevent his being here 
today. I am pleased to appear in his behalf in support of the bill now before 
you—H. R. 9064—making appropriations for the Treasury Department for the 
fiscal year 1957. This bill, as passed by the House on February 7, 1956, reflects 
reductions in a number of the appropriation items below the amounts of the 
budget estimates as submitted to the Congress. 

Before taking up the question of the possible effects of the House-imposed 
reductions, it would probably be advisable to have the record indicate the 
amounts of the budget estimates as submitted to the Congress and an exnlana- 
tion of the bases upon which these estimates were originally prepared. In this 
connection, I have here a statement which you mav wish to insert in the record 
that reviews briefly the highlights of the budget estimates for each appropriation 
item concerned. 

After extensive hearings hefore the Treasury Subcommittee of the House 
Appropriations Committee, the bill was reported with reductions in the estimates 
aggzrevating $5,073,000. The bill, as reported, was passed by the House without 
change. Explanations of the reductions accorded the various items were con- 
tained in House Report No. 1748 accompanying the bill. 

Careful consideration was given by the Department to the anticipated effects 
on our operations of the House-apnroved action and a letter outlining our views 
with respect thereto was forwarded to this committee on February 10, 1956. 
With vour permission, I would like to read this letter and have the attachment 
thereto inserted in the record. 

“My DEAR Mr. CHAIRMAN: The Treasury-Post Office Appropriation Act, 1957 
(H. R. 9064), which was passed by the Honse of Representatives on February 7, 
1956, contained reductions totaling $5,073,000 below the amounts of the budet 
estimates for the Treasury Department as submitted to the Congress. This 
aggregate reduction is made up of several relatively small decrenses totaling 
$223.000 in the estimates for the Office of the Secretary, the Bureau of Accounts 
and the United States Secret Service, and other more substantial reductions in 
three main areas as follows: Internal Revenue Service, $2.850.000; United States 
Coast Guard, $1,750,000: and the Bureau of Customs, $250,000. Since this bill 
will now come before your subcommittee for consideration, I would like at 
this time to provide you with our views and observations with respect to the 
adenunacy of the amounts authorized in the House-annroved bill. 

“Before assessing the anticipated effects of the House-imposed reductions. I 
believe you should know that the budget estimates for 1957, as submitted to the 
Congress, were prepared under stringent budget-ceiling procedures and that 
every effort was made to hold the amounts of the budget requests to the ahsolute 
minimum. It should he further understood that this action came on top of a 
continuing program of belt tightening that has heen going on with steadily 
increasing pressure over the past 3 years, in which we have used ever reason- 
able device at our disposal to reduce personnel, improve organizotion, and 
intensify the search for better and cheaner ways of doing our work. T am 
convinced that nothing of significance has been overlooked in the course of these 
efforts and am satisfied that the 1957 budget estimates for this Deportment 
as submitted to the Congress provided little onnortunity for further trimming 
without risking the impairment of essential functions or services. Notwithstand- 
ing the above, the necessity for achieving our overall budgetary objectives is 
considered to be so imperative and so overriding that I’m willing to accept 
such possible risk and the additional administrative burdens that mav he entailed 
by the House reductions. Accordingly, it is the purpose of this letter to advise 
that the Treasury does not propose to anneal or request the restoration of any 
of the reductions in the estimates which were made in the bill as possed by 
the House. In agreeing to these reductions, I am determined that the Treasury 
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will contribute its maximum efforts toward reducing overall Federal expendi- 
tures and perhaps, by so doing, lend encouragement and help point the way 
for others. 

“With respect to the individual items concerned, my general observations 
concerning the reductions imposed by the House are attached. In view of the 
fact that the Department is not requesting restoration of any of the reductions 
imposed by the House, no hearings before your committee on the 1957 budget 
estimates for this Department are being requested. Please be assured, how- 
ever, that we will be glad to provide any additional information not covered 
in this letter that your committee may desire.” 

“Yours very truly, 
“(S) G. M. HUMPHREY, 
“Secretary of the Treasury.” 


ATTACHMENT 


EFFECTS OF PROPOSED REDUCTIONS IN TREASURY BUDGET ESTIMATES FOR 
FISCAL YEAR 1957 


With respect to the reductions in the estimates for the Office of the Secretary, 
the Bureau of Accounts, and the United States Secret Service, every effort will 
be made to institute additional economy measures that will bring these budget 
programs within the limits of the appropriations contained in the House ap- 
proved bill. However, in connection with the larger reductions in the Internal 
Revenue Service, the Coast Guard, and the Bureau of Customs, somewhat more 
serious problems will be encountered. 

The reduction of $2,850,000, which has been made in the budget estimates for 
the Internal Revenue Service, will necessitate some curtailment in planned 
expansions in the legal and tax-ruling work and in the equipment-replacement 
program and will defer a much needed upward revision of the grades and 
average salaries of certain Internal Revenue Service personnel. Assurance is 
given, however, that this reduction will be so applied as not to weaken our en- 
forcement strength or to cause any slackening in the audit of tax returns and 
the collection of delinquent tax accounts. 

With respect to the reductions of $500,000 and $190,000 which were made in 
the estimates for “Operating expenses” and “Asquisition, construction and im- 
provements” respectively, it is anticipated that necessary program adjustments 
can be effected without serious consequences and we will do our best to work 
these out successfully. However, the reduction of $900,000 in the estimate for 
“Retired pay” presents a more difficult problem. This appropriation, unlike 
the other estimates in question, is not for operational purposes but provides, 
instead, funds for the payment of retired personnel of the Coast Guard. As 
such, it does not offer the usual latitude for the exercise of administrative discre- 
tion and judgment. The requirements for this appropriation are dictated by 
mathematical projections of eligible personnel on the retired list. In approving 
the reduction accorded this item, the House Appropriations Committee explained 
its action as being occasioned by the fact that current obligations were running 
at a rate approximately $1.0 million on an annual basis below the current 
amount available. However, according to Coast Guard calculations, this lag 
in the first 6 months may be expected to be partially offset by changes in the 
retirement list that are anticipated to occur in the second 6 months of the fiscal 
year 1956. The 1957 budget estimates were based upon the best information 
available and, if present estimates should fully materialize, the amount approved 
in the House bill would not be sufficient to cover the retirement of all personnel 
who become eligible and are entitled to retirement. Since the requirements 
under this appropriation must necessarily rest upon mathematical computations 
and statistical projections, the Department is prepared at this time to accede 
to the judgment of the House of Representatives and if it develops, as time goes 
on, that additional funds are required for this purpose, we will, of course, have no 
alternative but to go back before the Appropriations Committees and seek sup- 
plemental appropriations to meet the situation. 

I believe that the letter states fairly simply our position in connection with 
this bill. We are not appealing the House action to this committee, nor are we 
requesting restoration of any of the reductions in the estimates that were imposed 
by that body. Instead, we are willing to go along with the amounts of the 
appropriations approved by the House. We will make every effort to institute 
further economies and take such other actions as are available to us that will 
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enable us to live within the amounts of the appropriation approved by the 
House. If time proves these ambitions to have been overoptimistic, and our best 
efforts in this direction should fail, we will, of course, have no alternative but 
to come back and ask for help in the way of additional funds. In the meantime, 
we prefer to work against the challenge of these reductions, 

Following is a summary table showing our estimated requirements for the 
fiscal year 1957 compared with appropriations for the fiscal year 1956: 


TREASURY DEPARTMENT 


Annual appropriations for Treasury Department for 1956 and estimated requirements 
for 1957 


| Millions of dollars] 


| Cause of increase (+) 
as or decrease (—) 

11966 appro-{ 1957 esti- | Tacrease | 
eatin : (+) or de- 
| priations | 1ates crease (—) 
, Cost of pay 


Description 





| | “increase | All other 
fo oo eee a ee a ene ee ee ee 
(a) Regular annue) appropriations for oper- | } | / 
ating the Treasury: J | | | 
(1) Collecting the revenue: | ! | 
Internal Revenue Service $282. 3 $307.9 | +$25.6 | $18.9 | +-$6. 7 
Bureau of Customs 41.2 44.5 | +3.3 | 2.9 | +.4 
(2) Fiscal service: | 
Bureau of Accounts 18.3 19. 2 +.9 5 +.4 
Bureau of the Public Debt__-! 44.5 | 45. 5 | +1.0 | 1.44 —,1 
Office of the Treasurer, | i | i 
United States 15.0 15.1 +1 >? —.1 
(3) Coin: Bureau of the Mint_- 3.7 | 3.7 1 
(4) Other bureaus | | } 
U.S. Coast Guard i 195, 1 | 202. 0 +6. 9 7 | +46. 2 
Bureau of Narcotics 3.0 | 3.3 | +.3] 2 | +.1 
U.S. Secret Service 4.0 | 4.54 +5} 3 | 42 
5) Administrative Offices of the | | | j 
Secretary 2.7 2.9 +.2 | 2 l 
Subtotal, regular annual appro- { | | 
priations for operating the | | | | 
Treasury 609. 6 | 648. 5 +38. 9 i 4.9 { +14.0 
(b) Limitation accounts | | 
(1) Offiee of Production and Defense | { { | 
Lending | 2.3 | 1.3 —1,.0{ aa -1.0 
‘ 
Subtotal, regular annual ap- | | 
priations and limitation | { i } 
accounts oul 611.9 | 649.8 | +37.9 | 26.0 | +18, 0 
(c) Permanent appropriations | 
i) Interest on the public debt | 6, 800.0 4 7, 000.0 +200.6 | aut +200. 0 
(2) Public-debt retirements pay- | | i 
able from ordinary receipts | 
and other statutory require- | ! 1 / | 
ments Se caeeh tekicamal 620.2 { 619. 9 | —.3) —.3 
(3) Refund of moneys erroneously | | | 
received and covered . 5.0 3.0 | —2.0 |. ; | 2.0 
(4) Interest on uninvested trust | } 
funds i ; 5.9 6.1 | +.2 j +.2 
(5) Payment to unemployment i 
trust fund He ae 86.8 80.5 | 8.9 t--. sail —6.3 
(6) Refunds and drawbacks, eus- | } 
toms ‘ 22.0 | 22.0} ‘ -| 
(7) Refunding internal revenue col- | 
lections 3, 824.0 | 4,091.2 +267. 2 +-267. 2 
(8) Refunding internal revenue col- | | 
lections, interest _ -- wa‘e 68.9 | 59.8 | —@.1 os —¥. 1 
(9) Contributions for annuity bene- | 
fits, White House Police and 
Seeret Service forces ? m4 a 
(10) All other ‘ Hi 18.4 | 18.3 =} =~.) 
Subtotal, permanent appro- | ! 
priations 4 11, 461.3 | 11, 801.0 +449. 7 : +449. 7 
(d Total, general, limitation, and | 
special accounts ; 12,08638.2 | 12, 550.9 +487. 6 25.0 | +462.7 
(e) Trust aceeunts peerutdat 8, 712.5 | 8,951.1 | +238. 6 ia .-| +288.6 
(f/) Grant total ae 20, 775.7 21, 502.0 +726. 2 25.0 +701.3 
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As you know, the budget estimates for the Treasury Department appear in 
two main categories—first, the estimates of appropriations for the regular 
annual operating requirements of the Department, and second, the estimates for 
permanent appropriations. It is only in connection with the first group that we 
exercise current administrative control. The permanent appropriations are 
determined by statute or by other types of fixed commitments. The estimates 
for permanent appropriations, other than trust accounts, amount to $11,901 
million for the fiscal year 1957. The principal items are interest on the public 
debt, $7 billion; refunding internal-revenue collections and customs duties, 
$4,113 million. The transfers to Government trust funds are $8,951 million. 

It will be observed from the above table that the budget estimates for the 
regular annual operating requirements of the Department total $649.8 million 
for the fiscal year 1957, an increase of $37.9 million over the corresponding ap- 
propriations and authorizations for 1956. However, only $13 million of this 
increase is being requested for increasing program operations. The larger share 
of approximately $25 million, or 66 percent of the increase, is necessary solely 
because of the pay raises authorized for Federal civilian employees by Public 
Law 94, S4th Congress. 

The $13 million increase requested for program operations is about evenly 
divided between our two largest bureaus, the Internal Revenue Service and the 
Coast Guard. The reasons for these increases as well as an explanation of the 
other relatively minor changes in requirements can perhaps best be presented by 
reviewing briefly the situation in each of the several bureaus. 


INTERNAL REVENUE SERVICE 


The budget estimate of $307,850,000 submitted for the Internal Revenue Serv- 
ice for 1957 represents an increase of about $25% million over funds currently 
available for 1956. Of this amount, about $19 million is required to meet salary 
increases under pay legislation enacted during the last session of Congress. 
Provision is made for the normal year-to-year salary increments and promotions, 
so that the funds requested will permit continuation of the same complement 
of personnel as is available this year. Other increases include a request for a 
small number of additional personnel to augment the staff in legal, tax rulings, 
and foreign tax work; increased travel allowances authorized by Congress last 
year; and for an equipment replacement program. 

The Service has expanded its audit coverage during the past year, and has 
continued to increase revenue collections through its enforcement efforts. With 
the funds requested for 1957, it will continue its efforts to obtain maximum reali- 
zation of taxes from the revenue laws, and to provide for an effective and 
equitable administration of those laws. 


BUREAU OF CUSTOMS 


‘The 1957 estimate for the Bureau of Customs is $44,500,000. Aside from pay 
increase costs of $2.9 million, the additional amount of $400,000 requested is 
necessary to meet the increased cost of personal services in 1957 so as to maintain 
the 1956 level of employment; to finance additional examination of foreign mail: 
and for greater Sunday and holiday coverage on the Canadian and Mexican 
borders. Estimated revenue increases totaling nearly $1 million, which are 
expected to result from the increased mail examination, will more than offset 
all of the additional expenses for which new funds are requested. 

During the past year, liquidation backlogs have been further reduced to near 
minimum levels, and additional steps have been taken to facilitate the processing 
of goods and passengers through customs. With importations and collections 
running more than 20 percent above the comparable period last year, customs 
faces the probability that 1956 and 1957 will bring all-time record highs in mer- 
chandise, carriers, and persons to be cleared. 


BUREAU OF ACCOUNTS 


The 1957 appropriation estimates covering the administrative expenses of 
the Bureau of Accounts amounts to $19,190,000, which, when compared with 
the current year appropriation, reflects an increase of $930,000. This increase 
is to cover the cost of recently authorized salary increases amounting to about 
$500,000 and the balance is to provide for the cost of processing and cost of 


postage of 11.4 million additional check payments. This increase will also 
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provide 8 positions for improving operations relating to the central accounting 
and reporting functions of the Department, the Federal depositary system, and 
the Department’s internal audit program. 


BUREAU OF THE PUBLIC DEBT 


The estimate for the Bureau of Public Debt is $45,500,000 including $5,124,700 
for the United States Savings Bonds Division. The total requested is about 
$100,000 less than estimated requirements for 1956 excluding the cost of author- 
ized salary increases. 

The Bureau is processing during the current fiscal year a considerably larger 
volume of work than had been envisioned at the time the 1956 budget estimate 
was presented last February. In fiscal 1957 it is estimated that the sales of 
savings bonds will be up about 8 million pieces over the currently estimated 
1956 volume and the redemptions will be approximately 4%4 million fewer. The 
processing of the additional volume during 1956 over the volume originally 
presented to the Congress last lear has been made possible in great part by the 
savings resulting from improvements in management. 

At present, the Bureau is exploring the possibility of the application of new 
developments in the field of electronics as they may be applied to the processing 
of savings bonds. Last July preliminary discussions were held with interested 
companies in an effort to determine whether all or certain phases of the Bureau’s 
work relating to issuance and retirement of savings bonds might be performed 
more economically and expeditiously on electronic data processing equipment 
which is now, or may in the near future become, available for use. Representa- 
tives of the Bureau of the Budget, the General Accounting Office, and staff 
members assigned to your committee, in addition to Treasury personnel, at- 
tended these discussions. Although studies in this field have not advanced to 
a stage where budgetary implications for fiscal 1957 can be taken into con- 
sideration, it is the intention of the Bureau to cover the matter in the least 
possible time consistent with doing a thorough job. 


SAVINGS BONDS PROGRAM 


The savings bonds program plays an important role in the Nation’s economy 
and in Government financing. I am glad to be able to report that the holdings 
of our people in series E and series H bonds are at an all-time peak of $40 billion 
cash value. 

Through the savings bonds program, many people have become systematic 
and substantial savers for the first time in their lives. It is a national thrift 
program which has paid impressive dividends in helping to keep our economy 
healthy and strong. 

With the active support of the many thousands of patriotic, public-spirited 
volunteers who give the Treasury their time, their energy and their influence to 
sell savings bonds, we are setting a sales goal for 1956 about $250 million higher 
than sales in 1955. 


OFFICE OF THE TREASURER, UNITED STATES 


The Office of the Treasurer of the United States is requesting for 1957 the 
sum of $15,125,000 which, after talking into consideration the indicated addi- 
tional appropriation requirements for the pay increases authorized by the last 
Congress, is $100,000 less than appropriation requirements for the current fiscal 
year. Approximately 66 percent of the total amount of the estimate or $10 
million is for the purchase and shipment of United States paper currency. The 
funds provided for this purpose in 1956, together with those requested in the 
1957 budget, assume a reduction in the reserve stock of paper currency. The 
balance of the funds requested represents requirements to process the millions 
of financial transactions involved in the day-to-day business life of the Federal 
Government and the public generally. The volume of these transactions is 
largely outside our administrative control. 

Under present procedure, the Treasurer and the Federal Reserve banks acting 
as agents are paying approximately 350 million checks annually, all checks sub- 
sequent to payment being forwarded to the General Accounting Office for recon- 
ciliation with check-issue data. After a 2-year study by the Treasury, General 
Accounting Office, and the Bureau of the Budget, formal arrangements are now 
in process of completion to provide facilities in the Office of the Treasurer to 
accomplish both the payment and reconciliation of all checks drawn on the 
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Treasurer by the use of high-speed electronic machines. It is estimated as 
already stated, that the adoption of this system will result in a direct savings 
of approximately $154 million as well as a possible decrease in expenditures by 
the Federal Reserve System, thus providing an increased return to the Treasury 
of $500,000 or more a year from Federal Reserve System earnings. This move 
represents an outstanding example of how agencies of the Government can work 
together in wholehearted cooperation to bring about savings in the cost of 
conducting the Government. 

It was not possible to accomplish final approval and release formal notice 
of our agreement to adopt this change in procedure until subsequent to the 
hearings on the Treasurer’s 1957 estimates before the Bureau of the Budget. As 
a consequence, the Treasurer’s estimate for 1957 has not been prepared for 
presentation on this basis. However, it is hoped that the funds requested will 
be sufficient to make this change. 


BUREAU OF ENGRAVING AND PRINTING 


No appropriation is requested for the Bureau of Engraving and Printing for 
the fiscal year 1957, since the Bureau conducts all of its operations on a com- 
pletely reimbursable basis, as authorized by Congress in 1950. 

It is anticipated that the volume of work to be delivered during the fiscal 
year 1957 will be approximately the same as that estimated for 1956. However, 
since the fiscal year 1954, substantial decreases have taken place in the require- 
ments of the Treasury and the Federal Reserve banks for currency which, from 
the standpoint of operating costs, is the largest single item manufactured by the 
Bureau. These reductions in program requirements together with the economies 
being effected in operations asa result of the modernization program continue 
to have considerable impact on employment in the Bureau. 

The Bureau is continuing the prosecution of the second phase of its moderni- 
zation program which was begun during the fiscal year 1955. One of the main 
objectives of this particular program is the development of suitable press equip- 
ment to allow the printing of currency 32 subjects to a sheet instead of 18. 
The success of this project will represent primarily improvements in quality, 
increased production, and reduced processing costs. 


BUREAU OF THE MINT 


The estimate for the Bureau of the Mint for fiscal 1957 is $3,650,000, the 
same amount appropriated for 1956. The demand of the public for coins, which 
has been low, has increased sharply during the current fiscal year, necessitating 
overtime operations within the limits of available funds. Inventories of coins 
in the mints and Federal Reserve banks are low. The mint will continue to 
produce as many coins as possible to meet a continuing demand, and to restore 
inventories. 

The Philadelphia Mint has contracted for improvements to modernize melt- 
ing and rolling equipment, which will increase capacity and reduce unit manu- 
facturing costs. It is planned to complete these improvements in the fiscal 
year 1957. 

UNITED STATES COAST GUARD 


The estimates for the Coast Guard total $202 million for 1957. The general 
level of operations planned for 1957 is essentially the same as for 1956, the only 
significant change being the operation of additional loran stations to be added 
to the present loran system. These implement the Joint Chiefs of Staff pro- 
gram for greater loran coverage, and the cost of construction is included in cur- 
rent Department of Defense appropriations. 

The increase in the 1957 estimate over 1956 appropriations amounts to $6,- 
947,000, which results primarily from operating additional loran stations; 
civilian pay increases authorized by Public Law 94; more military personnel 
separations on expiration of enlistment, with consequently higher expenses for 
recruiting and training replacements, small increases in the reserve training 
and capital construction programs, and a larger number of retired personnel. 
As before, the cost of the ocean station program is being budgeted by the De- 
partment of Defense. 


BUREAU OF NARCOTICS 
The estimate for the Bureau of Narcotics for 1957 is $3,250,000 or $260,000 


over the appropriation for the current year. Of this increase, about $154,000 is 
for pay increase costs as a result of Public Law 94. The balance will be used 
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to employ 15 additional narcotic agents and 4 clerks. These additional em- 
ployees are needed to reduce the current backlog of cases and to step up the 
investigation activity against those individuals and organizations that distribute 
the large quantities of illicit narcotics among our States and cities. 


SECRET SERVICE DIVISION 


For the Secret Service, White House Police, and Treasury guard foree, we are 
requesting $4,520,000, an increase of $492,000 over the 1956 appropriation. Over 
half of the increase, or $261,500, will be required to cover the increase due to 
changes in pay scales authorized by Congress and not included in the regular 
appropriation for 1956. The balance of the increase is requested to maintain 
the 1956 level of employment plus 25 additional agents with related expenses, 
necessary to cope with the increasing number of check and bond forgery cases 
pending investigation, and to replace old equipment meeting replacement quali- 
fications. 

The Secret Service received 43,990 cases for investigation in 1955 as com- 
pared to 41,363 in 1954, an increase of 2,627 cases. Although 40,627 cases were 
closed in 1955, as compared with 37,412 in 1954, this Service had a backlog 
of 18,585 cases at the beginning of the fiscal year 1956. Based on the current 
receipt of cases it is estimated that the backlog will increase to 19,620 at the 
beginning of the fiscal year 1957. 

During the past fiscal year, $1,027,179 in counterfeit notes and coins was 
confiscated as compared to $355,299 in 1954, representing an increase of $691,880. 
Through effective enforcement in capturing counterfeit plants during the past 
fiscal year, $919,722 in counterfeit notes and coins was seized before it could be 
placed in circulation. Due to this effective work the actual loss to the public was 
only $107,457. 

The requested strengthened enforcement force will enable the Secret Service 
to maintain its efficient protective assignments and further serve the public in 
combating counterfeiting, forgery, and other crimes. 


OFFICE OF PRODUCTION AND DEFENSE LENDING 


The Office of Production and Defense Lending, under the immediate direction 
if Assistant Secretary Robbins, encompasses the activities which became the 
responsibility of the Secretary of the Treasury under the provisions of the RFC 
Liquidation Act and related Executive orders. These activities include admin- 
istration of the Federal Facilities Corporation, the liquidation of the Recon- 
struction Finance Corporation, and the lending programs conducted under title 
III of the Defense Production Act and section 409 of the Federal Civil Defense 
Act. 

All of the activities named are financed from income or from funds previously 
made available rather than annual appropriations. However, under the Gov- 
ernment Corporations Control Act, the activities are subject to annual limita- 
tions on the amount of available funds to be used for administrative expenses. 
The limitations requested for these activities in 1957 total $1,310,000, a reduction 
of $1,065,000 from the $2,375,000 authorized for fiscal year 1956. 

The 1957 estimates for the Federal Facilities Corporation provide for cleanup 
activities in connection with the Government’s synthetic rubber and tin pro- 
grams. The program to dispose of the synthetic rubber facilities has been com- 
pleted, except for the actual transfer of the plant at Institute, W. Va. 

The liquidation of RFC is being carried out as expeditiously as possible con- 
sistent with maximum recovery of the Government’s investment. At the same 
time, every reasonable consideration is given to the borrower and the community 
in which his business is located. The estimates for the liquidation of RFC 
anticipate total budgetary receipts of more than $186 million during fiscal years 
1956 and 1957. Realization of this amount will reduce the Government’s invest- 
ment in RFC programs to about $72 million by the close of fiscal year 1957. Of 
that investment $54 million will be in the assets acquired under RFC’s former 
lending programs, and the balance in assets remaining from liquidation of 
terminated World War II programs. 

Following the recommendation made by the Appropriations Committee last 
year, new loan activity under the civil-defense lending program was discon- 
tinued at the start of the current fiscal year. The budget does not provide for 
any new activity under this program in fiscal year 1957. 

In connection with the hurricane and flood disasters of last August, the Presi- 
dent anthorized the use of the Defense Production Act lending authority to aid 
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in the reconstruction and replacement of defense production facilities destroyed 
or damaged in major disasters. A number of new loan applications were 
processed and approved under this program. 

Wherever possible, the loans previously made under both the Civil Defense 
and Defense Production Acts are placed with private financing institutions or 
refinanced. 

ADMINISTRATIVE OFFICES OF THE SECRETARY 


The estimate for 1957 for the administrative offices of the Secretary is in the 
amount of $2,922,000, an increase of $242,000 over the current appropriation. 
This increase includes funds for the following: (1) $173,000 for the salary 
raises authorized by Public Law 94, 84th Congress; (2) $51,900 for the cost of 
steam furnished to the Main Treasury Building and Annex, which, in prior 
years, was furnished by General Services Administration without cost—a cor- 
responding reduction is being made in their estimates; (3) $4,500 for an increase 
in electric-current rates; and (4) a net increase of $12,600 in personal services 
costs to enable the Office of the Secretary to maintain its level of employment 
which would otherwise be reduced. 

As already mentioned, the work of the Office of Production and Defense Lend- 
ing is directed by an Assistant Secretary of the Treasury. 

It is my judgment that continuation of this post for the year 1957 will best 
serve the interests of the Government. 

Further liquidation of the RFC assets, as well as direction of the other activi- 
ties of the Office of Production and Defense Lending, should as heretofore have 
the direct, continuous attention of a ranking Treasury official, preferably one 
with experience and standing in the field of banking. 

Much progress has been made, but there are many problems still to be worked 
out. 

Whereas fixed liquidation payments will amount to only about $52 million 
during the fiscal years 1956 and 1957, our estimates anticipate collections of 
nearly $162 million contingent on sale of loans and securities to private institu- 
tions and upon arrangements for refinancing. Such negotiations require the 
services of a person equipped by experience and official position to deal with the 
senior executives of banks, insurance companies, and investment houses. 

The RFC loan pool also requires the continued attention of the Assistant 
Secretary. The establishment of this pool and the accompanying arrangements 
with banks to service the hundreds of loans in the pool made it possible for the 
Government to save several millions of dollars in administrative costs. 

Aside from such requirements as these, the Treasury Department has a need 
in other respects for an officer experienced in loans and credits. For instance, 
the Assistant Secretary has been delegated to serve in the Secretary’s stead 
as an ex officio member of the Loan Policy Board of the Small Business 
Administration. 


OPERATION OF DEPARTMENT 


Senator Roserrson. The main point of the statement was inclusion 
of a letter previously sent me by the Secretary of the Treasury saying 
that although the Budget Bureau had presented what he thought was 
a tight budget of the Tre: asury Department, the House had seen fit to 
make some reductions in it and that he was not asking for any resto- 
ration of the funds because he is going to do his dead level best to live 
within the budget that the House offered to give him. 

Mr. Bueress. Exactly, with the details of what the effect of the 
reduction will be and how we propose to meet them. 

I might say a word informally, Senator, if you would like me to, 
about our problem, because it is perhaps similar to that of some other 
Government departments. 

Our volume of operation is increasing. I just picked out a few 
figures here. The number of persons arriving in this country who 
have to be examined for our customs was 121 million in 1955, 127 
million in 1956, and we estimate 133 million in 1957. 

73453—56——5 
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The number of returns filed, income-tax returns, has increased from 
88 million in 1955 to 90 million in 1956 and to 91 million in 1957. 

The number of checks paid: 316 million checks in 1955; 338 million 
in 1$ 156, 851 million in 1957. 

That is an increase of about 10 or 12 percent. 

Savings bonds sales are increasing. 

So with steadily increasing volume, we have the problem of meet- 
ing that situation by getting a larger unit output per capita, which 
we have succeeded in doing. 


TOTAL EMPLOYEES 


We had in December 1952. 87.846 employees in the Department. 

In December 1955 we had 78,000. 

So, in one way or another, we have been able to meet this rising 
volume without increasing our number of people, but decreasing them. 

I thought that general comment might be interesting to the com- 
mittee. 

Senator Rornerrson. The expense involved in sending out Treasury 
checks is a lot, is it not ? 

Mr. Bureess. Very great. 


PROPOSED CHECK PROCEDURE 


Senator Roserrson. Has the Treasury given thought to proposals 
that checks can be sent out from regional offices and other banks be 
authorized to set up credits on their books for the payroll so that you 
would not actually have to send out all these checks ? 

Mr. Bureess. We have for the latter, particularly, we have tried 
it out. In fact, we will do it in the Treasury Department. We have 
circulated our people. A large number did not want to do it; they 
like to handle their own checks. 

So the answer to that is, in general, the employees don’t like to do 
that. I don’t know why. I do it myself. A lot of people do, but it 
isnota popular method. 

I will ask Mr. Parsons if he will comment on the other matter, the 
decentralizing of sending out checks. 

Senator Rorertrson. With all due deference to the other agencies, 
T do not think their wishes should be a governing factor. We should 
keep the taxpayers’ interest in mind. ‘How much do you think we 
should save if we did not send out all these checks ? 

Mr. Parsons. In that connection, there would be the problem of 
handling those who did not have bank accounts, the problem of pro- 
viding cash payrolls in lieu of check payrolls. There would also be 
the question of the cost of maintaining bank accounts on the part of 
individuals, and it gets into a rather complex picture. 

There have _ a number of studies of this problem over the past 
3 or 4 years. I do not believe there has been any general agreement 
as to how this would be done. I believe Mr. Heffelfinger has had one 
study made. We have looked into this, and to date we ‘have not found 
a practical way to do it. 

Senator Rorerrson. Do we understand that the Treasury will 
continue to study this? 
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Mr. Parsons. We certainly will, sir. 

Mr. Burcess. We are at that all the time, and we will keep on to 
see if we can find any way of saving on that. 

Senator Ronertson. Of course, during my 10 years of service on the 
Ways and Means Committee I had many contacts with the Treasury 
Department. I got interested in all phases of its vast operations. 

But on the other side, the Senate side, when I no longer had any 
direct responsibility for the framing of tax bills, I was on the spending 
end of it rather than the raising end, I have taken a considerable 
interest in the Bureau, particularly the Customs, and the other is the 
Coast Guard. I think you have a very superior personnel in your 
customs. AI] my contacts with them have been very satisfactory. Is 
your personnel satisfactory for future operations 4 

Mr. Burerss. We think so. With tight administration we think 
we can do it. 

COAST GUARD FUNDS 


Senator Roserrson. I was a little disturbed. In Virginia we nat- 
urally appreciate the Coast Guard stations that we have. I saw that 
the House had made a substantial cut in the Coast Guard. I inquired 
whether or not that would require closing of any stations and the 
Commandant said it would not. Since then I have learned that the 
Department has requested some supplemental appropriations for the 
Coast Guard. 

Mr. Kenna. That will be up tomorrow. 

Senator Ronerrson. I understand that House Document No. 330 of 
February 8, proposes an additional amount for reserve training, in the 
sum of $868,000, to be derived by transfer. 

Mr. Kenpatu. Yes, sir. 

Senator Roperrson. And that the additional amount is to meet the 
cost of recruiting and other preparatory requirements, and this is the 
proposed supplemental appropriation for 1956, 

Mr. Kenpauu. Yes, Senator; that is correct, and it is for 1957 as 
well. 

Senator Roperrson. That is House Document No. 326 ? 

Mr. Kenpauu. The two together are for the purpose of implementa- 
tion of the Coast Guard participation in the new Military Reserve 
program. 

Senator Ronerrson. The other item is for fiseal 1957, a supplemental 
appropriation that increases the original estimate of $3,750,000 to 
$7,250,000, an increase of $3,500,000, to expand the Coast Guard Re- 
serve program ? 

Mr. Kenpauy. Yes, sir. That has to do with both the activities, 
taking out of mothballs a revenue cutter we use for training reservists, 
and also additional work to be done at the Cape May station of the 
Coast Guard for the same purpose. ; 

Senator Roserrson. Those items concerned me because I thought 
maybe we were clamping down too tight on the Coast Guard. It is a 
very valuable service in peacetime and it is absolutely vital in time of 
war. We have to keep it going, and we have to keep up its Reserve 
traming. 

Mr. Burgess. We agree. 
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CUSTOMS SERVICE ACTIVITIES 


Senator Haypren. Mr. Chairman, mention was made of the Customs 
Service. 

Are you sure of all the money you need to carry on that work? There 
has been considerable delay to my knowledge in various applications 
in handling. Is there the inspection that there ought to be to be sure 
that there is not material getting into the country on which duties are 
not paid ¢ 

Mr. Burcess. Mr. Kendall has that responsibility. I will ask him to 
reply. 

Mr. Kenpauyi. We feel that there is. In the prevention of these 
things getting into the country which should not, or a violation in the 
avoidance of customs regulations, the primary emphasis is not on 
numbers, but upon the intelligence and high grade of those people 
we have. 

Of course, you can always say that you can use a great many more, 
but it does not prove out that way. 

Mr. Kelly, Commissioner of Customs, feels that he is adequately 
staffed for that problem. 

Senator Haypen. You inspect packages that come into this coun- 
try that may or may not contain dutiable goods. How do you inspect 
those arriving by mail or express ? 

Mr. Kenpaty. In New York at the Post Office Department, to take 
the largest port which has 40 percent of all the importations, we feel 
that that is being properly done. Most of the inspection where con- 
traband goods are found is upon advance information from abroad, 
things of that sort. 

We feel that we are adequately staffed abroad. 


VALUE OF SPOT CHECKING 


Senator Haypren. They say with respect to the Bureau of Internal 
Revenue that they do a lot of spot checking on income-tax returns. I 
just wonder whether the same thing was not true about spot checking 
on shipments. 

Mr. Kenpauu. We are talking about customs inspection and its in- 
fluence on the public. I was just up at Idlewild the other day watching 
the entire operation and they examined so many bags as they go 
through in order to hold up the passengers as short a time as possible 
and to facilitate the whole thing, they. try to do it with the greatest 
amount of courtesy that can be brought to bear in a somewhat difficult 
situation. 

Spot audit of the thing indicates that that is the best way to get the 
most out of the inspection. 

Senator Haypen. You kind of look at the man carrying a bag? 

Mr. Burerss. That is right. An experienced customs officer pretty 
soon learns where to look for imports that are not declared. 


ILLEGAL SHIPMENT CITED 


Senator Jounston. Is it not true that just a short time ago one load 
was brought in that would sell for around $300,000? Who captured 
that? 
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Mr. Kenpatt. I assume you have reference to the Saint Lo. 

Senator Jounston. That is right, 314 pounds of heroin. 

Mr. Kenpau. The customs boys looked over the ship and they found 
a panel that had been freshly painted. They insisted on looking in 
back of it. 

Asa matter of fact we gave three of the men an award just the other 
day for that. 

Senator Jounston. We realize that it is quite a task to discover this 
when it is such a small package, when 314 pounds would be worth that 
much. You havea problem on your hands of really stopping it at all, 
but do you have a sufficient number of men to do the job like you 
would like to do it? 

Mr. Kenpautu. We think we are doing it. We are making an increase 
in the utilization of some of the agricultural people so that they don’t 
have time on their hands. 

Mr. Kelly informs me that it is being handled as carefully and as 
thoroughly as possible. 

Senator Jounston. The thing I am fearful of is probably the Com- 
munists are working this way to send all that kind of ¢ dope over here 
because they know that is one w ay to poison the minds of the people 
and get control of them and we are going to have to fight that much 
more at this particular time as I see it on that account, too. 

Mr. Burcrss. We agree entirely and we have that very much in 
mind and, of course, the training of the men and seeing that they are 
alert and constantly on the job, ‘it is not easy to get tr ‘ained men, but 
we feel we are making progress on that. 

Senator Jounsron. The reason I say that is that I have been up and 
watched customs officers, how they handle it and how they go on the 
boat and carry out their duties. They do the best they can, but even 
with that it is just hard to say that you do a jam-up job with that kind 
of material that is so easy to hide. 

Mr. Kenpauu. There are not enough hours in the day, Senator— 
talking about time now—to do every thing, but the crux of the situa- 
tion is as Mr. Burgess just said, intelligent people who are well 
trained and who know where to look for it, and how to look for it. 
That is what we are striving for. 


PREPARED STATEMENTS 


Senator Jounstron. I have a statement on this I would like to have 
prpins 3 in the record. 

Senator Rozertson. Without objection that may be done. 

The Chair would also like to offer for the record a statement by 
Senator Carlson about the danger of bringing in atomic-energy war- 
heads, dope, and other things, and small packages of dangerous 
character. We will put both those statements in the record. 

(The statements referred to follow :) 


STATEMENT OF SENATOR OLIN D. JOHNSTON 


Mr. Chairman, the illicit narcotics traffic in the United States has reached the 
proportions of a national scandal because of the failure to do anything construc- 
tive about the prevention of the smuggling of narcotic drugs into the country. 
All of these murderous drugs are manufactured outside the United States and 
must be smuggled in before they can be bought or sold in the underworld. It 
seems basic, therefore, that we must concentrate our efforts on preventing their 
introduction into the country. 
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The Bureau of Customs in the Treasury Department is responsible to the 
Congress for the prevention of smuggling of all sorts under the Tariff Act of 
1930. It may be pertinent at this time to ask how the Bureau of Customs is 
carrying out this important task. The cold facts are that the Bureau of Customs 
is not carrying out this assignment—indeed is completely unable to do so 
because of lack of appropriations and continuous reductions in personnel by 
unrealistic budgetary necessity. In order to operate under a reduced budget, 
the Customs Bureau is adopting methods that are placing the health and security 
of our country and its people second to its desire to persuade the public and the 
Congress that an effective job is being done. We find that prononuncements 
from the Customs Bureau and its officials are quite at variance with facts. 

The distinguished Senator from Texas is chairman of a subcommittee of the 
Committee on the Judiciary of the Senate and recently made a splendid report 
of conditions encountered in the field of illicit narcotics. This subcommittee 
conducted 37 days of open hearings in 12 cities of the United States. It heard 
345 witnesses for a total of 8,667 pages of testimony. 

The findings of this subcommittee are so opposed to the declarations of the 
Customs Bureau that there is no way to explain the divergent views. It would 
appear that officials of the customs are not aware of the problem or are delib- 
erately minimizing it in an effort to dodge criticism. This matter is too serious 
to dismiss lightly. The health and morals of our people are at stake. The 
Daniels report showed that the United States has more narcotics addicts than 
any other country in the Western World; that the drug traffic has trebled since 
World War II, and that addiction is responsible for a large percentage of all 
crimes in the Nation. We find it difficult to reconcile these shocking facts with 
the pious pronouncements from the customs officials that an effective job is be- 
ing done. 

Customs as it is staffed today is utterly unable to prevent the smuggling of 
narcotics, They are trying to dam a mighty stream with paper and propa- 
ganda. All the arguments that there is no narcotics problem are washed away 
by the torrent of dope pouring into the country. The brazenness of the 
smuggler is ample proof of that. Only a few weeks ago 43 pounds of marihuana 
were discovered right here in the Nation’s Capital—on our very doorstep. Had 
this load of dope been smuggled past the customs, it was estimated that it 
could have been manufactured into 50,000 cigarettes. As it was, the customs 
agents were able to intercept the package while it was still in the bulk form and 
before it was made into thousands of smaller packages for distribution by 
hundreds of peddlers. This is an example of how the Customs Service is in a 
position to apprehend the smuggler and seize his nefarious wares before he can 
get them into the retail dope field. 

Splendid work is being done by officers of the Bureau of Narcotics, State, and 
city narcotics squads, but the place to stop the dope is before it crosses our 
borders and slips through our ports. One customs officer strategically located 
can take the place of many other enforcement officers who must try to pick up 
small amounts of narcotics for retail use. The customs officer can seize them 
in wholesale quantities. If the customs officer is not there to prevent the entry 
of dope, the odds are on the side of the smuggler. 

A recent seizure of over 314 pounds of heroin was made by an alert customs 
officer in the port of New York. The value of this drug in the addict market is 
$300,000, and if it had not been stopped by customs would have resulted in untold 
erime and human misery. Once it entered the dope peddling of the underworld, 
finding the proverbial needle in the haystack would be a simple matter com- 
pared with tracking down this amount of drug. 

An indication of the seriousness of the problem may be found in a report of the 
Governor of the State of New York a few days ago when he called for a “fresh 
approach to the problem of drug addiction.” He blamed world communism for a 
“deliberate” cold war policy of smuggling narcotics into the United States. 

Governor Harriman said, “the only way to halt the tremendous growth of 
narcotic addiction is to dam the illegal flow of drugs into the country. I am 
urging the administration and the Congress to make funds available so that the 
Bureau of Customs force, including especially the force in New York Harbor, 
may be restored to its full strength.” 

It is the duty of Congress to be aware of such matters and be quick to take 
corrective measures. It is foolhardy indeed to pinch pennies by not providing 
sufficient sinews to the Customs Service when the end result is the need to spend 
millions to combat crime caused by narcotics addiction, and further millions 
to set up hospitals and rehabilitation facilities to try to cure addiction that 
could have been prevented. 
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I am concerned by the views of certain customs officials with respect to the 
narcotics problem. I know the customs employees to be honest, efficient, and 
zealous people who have an outstanding record of faithful service. ‘’hey are 
among the really dedicated career employees of our Government. I know that 
my colleagues in the Senate join me in my abhorrence for the vicious drug traffic 
and I pray they will join me in seeking the reasons:why customs is not provided 
with enough funds to fight the dope-smuggling menace. I hope that all my col- 
leagues will stand with me in my belief that the way to stop narcotics addiction is 
to stop the drug at the customs barrier. 

I want to strongly urge this subcommittee to call before it for questioning 
the present customs officer of the port of New York. I believe this man can give 
the members of this subcommittee some enlightening testimony in support of 


my recommendation for more funds for this important division of our Goy- 
ernment’s protective force. 


STATEMENT BY SENATOR FRANK CARLSON 


The Customs Service of the Treasury Department is the first line of defense 
against the smuggling of narcotic drugs, obscene literature, prohibited mer- 
chandise, and subversive propaganda. It enforces the Tariff Act and collects 
the revenue from customs while preventing and detecting fraud and under- 
valuation, thus protecting the interests of American manufacturers and legiti- 
mate importers. 

On February 1, the report of the Interdepartmental Committee on Narcotics 
submitted its report to the President and made 14 specific recommendations in 
regard to coordinating Federal, State and local administration and enforcement 
of the narcotic laws. 

The survey and study was conducted by a committee representing the Depart- 
ments of State, Treasury, Defense, Justice, and Health, Education, and Welfare. 

This committee made a special study and recommendations to promote further 
effective cooperation among the Federal, State, and local agencies. 

For some years I have been deeply concerned about this problem, as have 
many of the people who have written me regarding this subject. 

The recommendations made by the Interdepartmental Committee on Narcotics 
to the President, if carried out, will aid materially in reducing our present 
narcotic problem. 

I am submitting the recommendations of the committee as a part of my 
remarks. 


RECOM MENDATIONS 


1. The Federal Government should encourage continuing studies of the nar- 
cotics. problem within the States and municipalities. Such studies, related to 
the special circumstances found to exist within the communities concerned, 
should be productive of sound and practical planning for a reducton of he 
problem, The Federal agencies already active in this field can provide valuable 
guidance and information for the assistance of State and city authorities. 

2. It is recommended that assistance to the States and municipalities by the 
Federal agencies include provision of courses of instruction for both public health 
and enforcement officers, to be conducted in Washington and also by visits of 
small teams of qualified experts to appropriate centers. Some Federal support 
for such activities would be required, but it is believed that their cost should 
be moderate. 

3. In each State, and in each city where a narcotic drug problem is found 
to exist, at least one senior law enforcement official should be specifically 
charged with duties pertaining to this problem. An important function of such 
a designated official would be to undertake coordination of enforcement activi- 
ties in this field, including exchange of reports and information with the Bureau 
of Narcotics and enforcement agencies of other States and municipalities. 

4. There should be available within each State, and the larger municipalities 
were justified by the number of known addicts, adequate provision for the with- 
drawal of addicts from the drugs, and appropriate programs for their effective 
treatment and rehabilitation. In many instances such projects could be under- 
taken as extensions of existing hospital programs. In the planning of such 
facilities, the committee feels that the assured maintenance of drug-free 
environments is essential to hopeful therapy; and that maximum use should 
be made of associated community resources and services in the social and 
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economic readjustments undertaken on behalf of former addicts, following re- 
leases from institutional care. The suggestion has been advanced that the 
hospital facilities and services which would be required might be established 
on a regional basis, by groups of two or more States acting in concert. 

5. It is recommended that the States give consideration to the desirability of 
establishing, or more frequent utilization, of present procedures for the legal 
commitment of addicts to institutions where they may be treated and rehabili- 
tated, either within or without the boundaries of the States concerned. 

6. Should certain of the States wish to provide for commitment to the Federal 
hospitals, pending the availability of comparable facilities under State auspices, 
it is recommended that legislation authorizing this for a limited period, in the 
future, and on a reimbursable basis, be considered for enactment. In view of 
the differing circumstances in which such commitments might be made, it would 
be desirable to reserve to the Surgeon General, Public Health Service, determina- 
tion as to the suitability of patients for admission, and their length of stay. 
In determining suitability of patients for admission the Surgeon General should 
be authorized to take into account the mechanisms and programs for followup 
and aftercare within the State after the patient is discharged from the hospital. 

7. It is recommended that the Public Health Service Act, Public Law 410 of 
the 78th Congress, be amended to permit the Surgeon General of the Public 
Health Service to disclose information on voluntary patients under the usual 
regulations governing disclosure of material in the medical records, where, in 
his opinion, physicians and recognized health and welfare agencies will be enabled 
to act in the interest of the patients in further treatment of their addiction. 

8. The progress toward full and effective international controls over the 
production and distribution of the narcotic drugs is felt by the committee to 
have been highly encouraging. It is recommended that our Government continue 
its policy of close cooperative effort through the agency of the United Nations, 
and with other international groups and individual nations concerned with 
the problem. 

9. Frequent note has been made of proposals for including special information 
concerning narcotic drugs in texts and curriculums for the schools. The commit- 
tee has formed the conclusion that, unless carried out with extreme care, such 
programs might have the undesirable effect of attracting attention to and arous- 
ing curiosity over experimentation with the drugs. It is felt that further study 
by educational authorities, in concert with those engaged in the regional in- 
quiries recommended above is likely to result in programs best suited to local 
problems and conditions. The same cautions are urged on those sponsoring 
motion picture, television, and radio treatment of the subject. The committee 
proposes to seek further advice and counsel on this matter, in realization of its 
extreme importance in assuring a healthful understanding of and popular 
attitude toward the drugs. 

10. The committee has given extended consideration to the matter of fixing 
penalties of appropriate severity for violators of the narcotics laws. It has been 
impressed with the importance of assuring not only deterrents to this category 
of crimes, but also of facilitating social as well as medical rehabilitation of those 
offenders who are users of the drugs. It has considered the special problems 
of three groups of persons involved in the illicit traffic in narcotie drugs. 

(a) Violators of the narcotics laws whose involvement is of an exclusively 
eriminal character, and who are not themselves addicts or habitual users of the 
drugs. It has been noted that, of the three groups, this group includes the 
highest proportion of major criminals, with respect to other forms of crime as 
well as the narcotics offences committed by them. 

(b) Peddlers who are themselves addicted. This group is composed largely 
of persons with records of delinquency or criminality preceding as well as follow- 
ing their addiction. Criminal activity of persons in this category is usually, but 
not exclusively, restricted to relatively petty crime. Even their involvement in 
the drug traffic is commonly found in the lowest retail brackets. They are 
however much the more numerous, their aggrevate contribution to the traffic is 
very large, and their control presents peculiarly difficult problems of enforce- 
ment and rehabilitation. This results from the fact that their use of drugs 
is associated with some degree of incapacity for normal emotional and social 
adjustments, resistance to corrective and rehabilitative efforts, and the imvetus 
of a habit which can be supported only at an expense beyond the legitimate 
earning capacity of the average citizen. 

(ec) Addicted persons with either no records of criminal activity, or records 
of delinquency not involving violations of the narcotics laws other than obtaining 
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and possessing the drugs for their own use. Antisocial activity among this group 
is commonly found to be of a petty character, but must, in combination with 
such legitimate activities as occupy the addict, be sufficiently productive to 
support the high costs of addiction. This is the least homogenous of the three 
groups; its members range from unemployables with serious psychiatric prob- 
lems, to highly skilled professional people. It is the class from which a ma- 
jority of peddlers are recruited, and it provides the essential market of con- 
sumers for the illicit traffic. It includes also the most hopeful subjects of 
the curative and rehabilitative programs, many of whom undergo voluntary 
treatment in the public and private hospitals. 

The committee has found itself in immediate agreement with respect to the 
first and the third of these groups. For the commercial type of trafficker, 
motivated solely by hope of gain from his handling of the drugs, it was agreed 
that penalties of a severe type are indicated. With respect to the third group, 
not involved in importation, manufacture, or sale of drugs, it is felt that the 
problem is principally one of appropriate treatment and rehabilitation, with sub- 
sequent guidance by interested social agencies within the individual’s com- 
munty. However, note has been made of the fact that in certain instances 
tangible evidence involving known major traffickers may depend solely upon 
possession of drugs. It is felt therefore that any scale of penalties applicable to 
convictions based merely on proof of possession should be broad enough in range 
to cover both the relatively innocuous and the serious offenders. 

With respect to the second group, those involved in both trafficking and 
personal use of the drugs, the question has been raised as to whether the levels 
of punishment most likely to serve as effective deterrents may not obstruct the 
reform and ultimate rehabiltation of the individuals concerned. While recog- 
nizing the probable validity of such arguments, the committee believes that 
first consideration must be given to the protection of society from the trafficker. 

It is to be hoped that the extension of treatment and rehabilitative services 
into communities importantly affected, as recommended elsewhere in this report, 
will not only aid in reducing the problem of addiction, but also compensate in 
some degree for the effects of long prison terms on convicted addict drug ped- 
dlers. The committee has noted the fact that the addict-trafficker has in the past 
shown a high rate of recidivism, both as addict and as peddler. Where he 
retains or returns to psychological dependence on the drug, he is often less 
responsive to the deterrents of future punishment than the more hardened, 
ordinary criminal. It is to be hoped that, as States and local communities 
accumulate experience with enforcement and treatment programs, valuable and 
much-needed data on the peculiarly difficult problem of the addict in crime will 
be produced. Such information should receive close and continued study at all 
levels of government. 

The committee has arrived at the conclusion that there is need for a con- 
tinuation of the policy of punishment of a severe character as a deterrent to 
narcotic law violations. It therefore recommends an increase of maximum 
sentences for fist as well as subsequent offenses. With respect to the man- 
datory minimum features of such penalties, and prohibition of suspended sen- 
tences or probation, the committee fully recognizes objections in principle. It 
feels, however, that, in order to define the gravity of this class of crime and 
the assured penalty to follow, these features of the law must be regarded as 
essential elements of the desired deterrents, although some difference of opinion 
still exist regarding their application to first offenses of certain types. 

The Department of Health, Education, and Welfare, because of its long ex- 
perience with the responsibility for the treatment of addicts, further recommends 
for consideration a legislative step designed to provide for greater opportunity 
for the rehabilitation of certain addict-violators, particularly in groups (b) and 
(c), whose criminal activity is secondary to their addiction. Under this proposal, 
wider latitude would be given to the courts by authorizing them, in the case 
of such addict-violators, to commit the convicted offender for a period of hospital 
treatment, followed by an extended period of conditional release under close 
supervision by specially trained personnal. This procedure would be limited 
to those with the best prospects for rehabilitation, and would be applicable 
only under optimal conditions of posthospital supervision. A few cases could be 
selected immediately for this procedure, to be supervised in the few communities 
where adequate personnel and services for effective supevision and rehabilita- 
tion are available. The plan could be gradually extended to additional com- 
munities as effective local rehabilitation programs are developed. 
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11. The Committee has been impressed by the record of enforcement activities 
earried out by the Bureau of Narcotics, and especially by the results of its 
recent efforts at cutting off the foreign sources of supply of the illicit traffic. 
It recommends that consideration be given to an increase in the agent force of 
that Bureau, with appropriately increased administrative and operational 
support. , 

12. The development of synthetic drugs with properties similar to the nar- 
cotics, not dependent upon foreign sources of supply, has created a need for 
effective controls over their manufacture and distribution. It is recommended 
that consideration be given to legislation which would empower the Bureau of 
Narcoties to license the manufacturers of such drugs, fix quotas to keep total 
quantities produced within the medical needs, and regulate their distribution. 

13. It is recommended that the problems noted by enforcement officers and 
prosecutors, arising from court decisions limiting the procurement and presen- 
tation of evidence in narcotics cases, be given thorough and careful considera- 
tion from the standpoint of the optimum in law enforcement, in balance with 
and giving complete effect to the rights of individuals. The committee believes 
that the Judiciary and appropriate committees of Congress and of the various 
State legislatures should be made aware of these problems, in order to determine 
to what extent legislative action is desirable. 

14. The committee has noted striking similarities between the individual and 
social problems raised by the abuse of the narcotic drugs, and such substances 
as marihuana, the barbiturates, amphetamines, and others which affect emo- 
tional behavior. It has been observed that the circumstances and attitudes 
underlying excessive habitual use of such depressants and stimulants frequently 
parallel or precede those associated with the narcotics. It is recommended that 
a similar study of the extent and effects of the improper use of such drugs be 
undertaken, with a view to determining the appropriate scope of Federal, State 
and local regulatory controls. 


Senator Jounsron. I think Senator Carlson has been studying this 
a little bit due to the fact that packages have been coming in through 
the mail. We really are not tightening down as much as we ought 
to on mail baggage. 

If you go to New York you will see the stacks of packages coming 
in there. 

Senator Rogerrson. I am sure the Treasury Department will wel- 
come the suggestion. 

Mr. Burcess. Well, we will be very glad to get those, Senator, be- 
cause they will help us, undoubtedly, in following through. 

(See related material beginning on p. 95.) 


COMMUNICATION 


Senator Rorerrson. On the subject of Coast Guard, I would like 
to offer for the record a letter addressed to me from Mr. Miles D. Ken- 
nedy, director of national legislative commission of the American Le- 


gion. 
(The letter referred to follows :) 
Tre AMERICAN LEGION, 
Washington, D. C., February 24, 1956. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Treasury and Post Office Subcommittee, 
Senate Appropriations Committee, 
Washington, D. C. 

DEAR SENATOR ROBERTSON: Referring to hearings now being held by your sub- 
committee in connection with H. R. 9064, with special reference to that portion 
of the bill dealing with the 1957 budget for the Coast Guard, I enclose a copy of 
Resolution No. 395, adopted at the 1955 national convention of the American Le- 
gion concerning the Coast Guard and requesting Congress to grant adequate 
funds to carry on their program. 

Due to the fact we are living in an atomic age, plus the further fact Russia is 
apparently rapidly overcoming our lead in the development of fissionable ma- 
terials, we respectfully request thé Congress to take a close look into the safe- 
guarding of our major harbors. 
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We further respectfully submit that the limited personnel now available for 
this purpose in the Coast Guard cannot offer proper protection to this country 
in the event Russia were to instigate a major campaign against the United 
States. 

While we are not asking for the privilege of a personal appearance on the 
hearing, we respectfully request that this letter and the attached resolution be 
given consideration by the subcommittee in their deliberations on this budget, 
and also that this letter and the attached resolution be incorporated in the record 
of the hearings thereon. 

On behalf of the national organization of the American Legion, I respectfully 
urge your subcommittee to approve the respective amounts as contained in 
Tlouse-passed H. R. 9064 for the Coast Guard. 

Sincerely yours, 
Mites D. KENNEDY, Director. 


1955 NATIONAL CONVENTION OF THE AMERICAN LEGION, MIAMI, FLA., OCTOBER 
10-18, 1955 


RESOLUTION No. 395 

Committee: Americanism. 
Subject : Commend United States Coast Guard for its security program and urge 

adequate funds for it. 

Whereas, the national security of the United States is peculiarly dependent upon 
the continued importation of raw materials from all parts of the earth; and 

Whereas Communists and Communist sympathizers have been employed in 
the merchant marine in the past to the extent that they constituted a threat to 
our national security ; and 

Whereas the Coast Guard is charged by Executive Order 10173 with the li- 
censing of merchant seamen and screening of all subversive individuals from 
the employment in that industry ; and 

Whereas the United States Coast Guard has been provided with personnel 
and funds adequate to safeguard only a small percentage of United States 
ports ; and 

Whereas this deficiency constitutes a threat to the national security of the 
United States ; Now, therefore, be it 

Resolved, That the American Legion, in convention assembled in Miami, Fla., 
October 10-13, 1955, does hereby support the provisions of Executive Order 
10173 and Public Law 679, 81st Congress, under which it was issued; now be it. 

Resolved, That the American Legion commends the United States Coast 
Guard for the fine work they have done in screening more than 2,000 subversives 
from this vital industry ; and be it still further 

Resolved, That the Congress of the United States shall enact suitable legis- 
lation to provide for personnel and funds adequate to carry on the Coast Guard 
security program in every port and harbor of the United States; and be it even 
further 

Resolved, That copies of this resolution be sent to the President of the United 
States, the Commandant of the United States Coast Guard and to each Member 
of Congress. 


FUNDS FOR ICEBREAKER ON ILLINOIS RIVER 


Senator Dirksen. Referring to the Coast Guard, for about 6 years 
Treasury carried an item of $200,000 for icebreaking on the [linois 
River. That was actually a wartime measure done for the purpose of 
making sure that the freeze-over in wintertime would not restrict the 
shipment of fuel. That item was subsequently taken out. 

Now, as I recall in 2 years none of the money was spent of that. 
One year I think all of it was spent. The remaining years somewhere 
around $50,000 of the $200,000 was spent. 

Mr. Kenpatu. That is roughly correct, Senator. 

Senator Dirksen. They anticipated a rather heavy freeze-over this 
year. It did not actually eventuate so far as I can recall, but they were 
always interested in the money asa standby matter. 
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Now, in my discussions with the Bureau of the Budget they indi- 
cated that the Treasury was rather reluctant to restore that item and 
keep it there. 

I think, however, it might be a good idea to incorporate some money 
in the bill for that purpose. The Coast Guard does have the ice- 
breakers and, of course, it is a matter of maintenance and operation, 
bringing them down. 

Mr. KENDALL. Actually, Senator Dirksen, there is something that 
few people understand about that particular operation. The ice- 
breaking itself is not done as it is done, for instance, as we manage 
Portland, Maine, or New York Harbor. 

Senator Dirksen. I understand. 

Mr. Kenpatz. It is done by heavy tugboats which are hired from 
private industry for that purpose. That is where the money goes. 

The Coast Guard vessels themselves ordinarily do not engage in the 
icebreaking. What happens, as the Senator well knows, they direct 
and supervise from a central point by communication and sometimes 
use helicopters. 

A barge with a towboat which is too light to get it started in the 
morning -after it has been frozen in will be stuck. So they call from 
a central point and have one of the hired, heavier tugs come and get 
the light one started and freed from the overnight ice. 

I am oversimplifying it a little bit, but the operation so far as the 
Coast Guard is concerned does not involve the use of Coast Guard 
vessels, but only that of the Coast Guard facilities, communication, 
and command. 

Senator Dirksen. Is there any great objection to including some 
money in the bill? 

QUESTION OF PRECEDENT 


Mr. Kenpaxu. I would like to refer to the testimony last year be- 
fore the House committee, which I do not have in front of me. It 
was there said, Senator Dirksen, that this was the only. place in the 
United States where money was being appropriated to pay private 
people, Federal money being appropr iated to pay private people to do 
this sort of public service. That there were a great many harbors 
perhaps throughout the United States where there would be a desire 
for that to be done if the precedent was set and kept. 

It was then on the Illinois River as the Senator well recalls, an 
emergency measure in order to make sure that the oil barges went 
through. 

It was felt last year, the emergency being over, it would be well to 
omit that precedent “wid ause we didn't know how far it might go. 

Senator Dirksen. You have a landlocked area there with 314 mil- 
lion people in Chicago, and then you have the surrounding area, of 
course, and a good deal of hardship can develop if the ar tery of com- 
merce there is frozen over in the wintertime. 

Mr. Burcess. Your point is that that can be taken care of by 
private enterprise. 

Mr. Kenpatu. That was the thought; that the various shipping 
industries in the area might get together and raise a fund privately 
rather than using Federal funds. 

Senator Dirksen. Of course, the difficulty is if they do not do it, 
it is the average citizen who has to put up with the hardship. 

Mr. Kenna. Yes. 
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AUTOMATION AND MODERNIZATION PROGRAM 


Senator Dirksen. One other matter has been directed to my atten- 
tion, and this we have had up before. I think the chairman will bear 
me out that every time we have hearings on this bill that the local labor 
organizations direct attention to the fact that a speedup in automation 
and the modernization program, particularly in the Bureau of Print- 
ing and Engraving, does jeopardize some jobs. They hope it will be so 
handled as not to hasten their retirement and they do have a chance. 

Mr. Bureess. We have that very much in mind. We have those 
things being done gradually. They have to be done gradually, any- 
way. 

I think we have kept up with it reasonably well. 

Mr. Parsons. Mr. Burgess addressed a letter to the chairman the 
other day which I think might be appropriate to put in the record. 

Senator Ropertson. I think it might be appropriate to read it into 
the record. 

I laid that program before the Treasury, and Acting Secretary 
Burgess responded. I think for the benefit of the record, as well as for 
what things the Senator from Illinois is concerned about, he had 
better read it and you can ask questions about it. 

Mr. Bureess. This is dated February 24, 1956. 


My Dear Mr. CHAIRMAN: Reference is made to your letter of February 14, 
1956, requesting an expression of my views on the feasibility of the amendment 
suggested by the Washington Plate Printers’ Union, Local No. 2, to the Treasury- 
Post Office Appropriations bill for the fiscal year 1957. The proposed amendment 
provides for a reduction in the present workweek from 40 to 35 hours for the 
wage board employees of the Bureau of Engraving and Printing, but with the 
retention of the weekly earnings in effect on March 1, 1956. 

The proposal is doubtless advanced because of fears that the acquisition of 
more efficient equipment in the Bureau bill will result in reductions in the 
operating forces. There appears to be some misunderstanding in this regard. 
No further reduction in the force of plate printers or other skilled craftsmen 
is contemplated throughout fiscal years 1957 or 1958, provided, of course, that 
it is possible to maintain our production program at the current level. In view 
of this, a shortening of the workweek would require the recruitment of addi- 
tional employees during the next 2 years, which would aggravate the difficulties 
of achieving a reduced force in later years as modernization continues. 

The provision proposed by the Washington Plate Printers’ Union calls, however, 
not only for shorter hours to spread employment, but it calls also for coupling 
the shorter hours with an increased rate of pay per hour. 

I am strongly of the opinion that legislation of this type should not be 
approached on the piecemeal basis and that the same cannot be given appropriate 
and adequate consideration solely from the standpoint of its relationship to this 
department. The implications of the provisions of this suggested legislation 
extend beyond the Treasury, and are such that it is not a matter to be handled 
as a rider on an appropriation bill. 

In closing I want to assure you that all changes under the modernization 
program will be made with due regard to human values and only after most 
careful study of their impact on employees. 

Sincerely, 
W. RANDOLPH BuRGEssS, 
Acting Secretary of the Treasury. 


CUT IN COAST GUARD FUNDS 


Senator Porrer. Mr. Chairman, I have a question for either Mr. 
Burgess or Mr. Kendall. 

I note that you are not asking for restoration of any of the funds 
that have been cut by the House for the Coast Guard. I have been 
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particularly concerned over the state of maintenance and public-works 
program for the Coast Guard. 

First, 1 would like to ask, how do you plan to handle the $100,000 
cut that was made in the House on the cost of acquisition, construe- 
tion, and improvement? 

Mr. Kenpauu. Senator Potter, we will have to handle that strictly 
on the basis of priority in reverse order. We feel that we can live 
within it because, as the Senator knows, the Coast Guard being a 
seagoing service maintains a constant upkeep of paint, cleanliness, 
which is of some assistance in maintenance of Bureau property. 

Senator Porrer. I note in the House hearings you broke down the 
budget as for acquisition, construction, and improvement. You have 
an item of $672,000 for construction and improvement at 4 shore 
stations. Where are those four shore stations? 

Mr. Kenpati. Senator, I don’t know. I will have to find out from 
the Commandant and let you know, if I may. 

Senator Porrer. I would appreciate it if we could have that for 
the record. 

(The information referred to follows :) 

1. Seaplane ramp at the San Diego (Calif.) Air Station. 


2. Boat basin and buildings at Muskegon (Mich.) Lifeboat Station. 


3. Boiler installation at Coast Guard Academy, New London, Conn. This will 
replace boilers at the Academy. 


4. Light attendant station for Tombigbee River, Warrior River, and Black 
Warrior River in Alabama. 


REPLACEMENT OF FACILITY 


Senator Porrer. The reason for my inquiry, Mr. Chairman, is that 
last fall upon the request of the local people at one of our major 
stations in the country, Sault Ste. Marie, Mich., where the Coast 
Guard performs a very vital ser vice, they have a Coast Guard facility 
there; it is certainly a facility which in my opinion is not conducive to 
the morale of the Coast Guard. It is an old temporary building that 
probably should have been replaced many, many years ago. 

At that time, local people in the community, as well as representa- 
tives of the Coast Guard, myself, and Congressman Knox, made a 
tour of this facility and on our recommendations I know that the 
ninth district of the Coast Guard submitted a request to headquarters 
here for funds for the replacement of that facility. 

In the first place, it is located in the wrong position. The rest of 
the facility is up near the locks. 

If I had a son in the Coast Guard I would not si proud of the 
facility under which he would have to serve in that ar 

I was hoping that this year there would be reer ais available 
for replacement of that facility. I am wondering, Mr. Kendall, if 
you would supply to the committee the cost of such a project, so that 
we would know how much it would cost to replace that facility, which 
I think is in deplorable condition. 

Mr. Kenpaut. There is also the question of moving the facility. 

Senator Porrer. Yes. 

Mr. Kenpatyi. Which enters into whether or not to rehabilitate the 
present location. 

Senator Porrer. To my understanding, this facility that the Coast 
Guard desires to have in use at this new location where they have 
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the property and I think the facilities which was a temporary facility 
to begin with, is such that it could not be rehabilitated. It would 
have to be a new facility 

Mr. Kenpati. We will be glad to supply that information. 

(The information referred to follows:) 

It is estimated that it would cost about $375,000 to construct a new barracks 
and mess hall at the Coast Guard Base, Sault Ste. Marie, which is located at the 
locks. Base personnel are presently quartered in an old barracks which is 
separated from the base area. The old barracks will be torn down when the new 
barracks at the base is built. 

MOORING BASE 


Senator Porrer. Along with that there is another project which 
has been brought forcibly to my attention ever since I have been in 
Congress. 

The Coast Guard has a very valuable piece of property in the ice- 
breaker Mackinaw which happens to mean more to my hometown of 
Cheybogan. That ship has been commissioned for over 10 years, as 
of today they still do not have a permanent mooring base or facility. 
I know that also is a budget item, but it is far down on the priority 
list. 

We depend so much on the Coast Guard in time of war, I think the 
time has come when we had better open the gates a little bit so that 
the Coast Guard can be commensurate with our other citizens as far 
as taking care of the so-called public works projects that are so neces- 
sary for the Coast Guard. 

We know that this has to be done eventually. I admire your efforts 
to keep your budget as low as possible, but I am not certain whether 
it is good economy in the long run not to take care of some of these 
things that should be done. 

We have a fine service in the Coast Guard and I hate to endanger 
the morale by facilities that are not commensurate with the type of 
personnel we expect to have in the service. 


COLLEGE TRAINING OF REVENUE AGENTS 


Senator Rorrertson. Mr. Burgess, yesterday I read a very inter- 
esting and illuminating report by our former colleague, the Honor- 
able William Benton of Connectic ut, on the tec hnique of the Russian 
propaganda machine. 

It is a bit disturbing in view of the fact that in his opinion the edu- 
cational system in Russia is more efficient than ours. He referred to 
a at it took to get a doctor of philosophy degree. In fact, he offered 
the comment that in some cases the United States doctor of philosophy 
degree was a little more than a diploma for junior college. 

Of course, under the Russian system, what we call grammar grades 
and high school is about equivalent to junior college in this country. 

Ifa boy in the grammar grades does not make a proper showing he 
gets sent to a collective farm. The boy in college who does not make 
a proper showing gets drafted in the army. 

Not only is his future opportunity for employment based on what 
education he gets, and the skills he learns, but also a very definite 
standard of living. 

Now, there was a little comment in the House report that they did 
not think that the money they authorized you to spend on training of 
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revenue agents at college was producing the desired results and they 
thought they maybe were going out to get a college degree and not 
primarily to be more effective agents. 

Do you wish to comment on that ? 

Mr. Parsons. I will be glad to comment. That particular problem 
was developmental and experimental in nature in its first year and a 
half in operation. 

The Commissioner of Internal Revenue and his advisory committee 
are currently restudying the whole approach to it, taking into account 
the views and advice of the House committee. 

I am rather sure we will come up with a revised program very soon. 

There have been a lot of questions in their own mind in this connec- 
tion. 

CONTRACTS IN EFFECT 


Senator Rosertson. Have you sent any of them to the school of 
Business Administration in the University of Virginia ? 

Mr. Parsons. There is only one contr act now in effect t, and that is 
with the University of Michigan. That is the oniy contract they have 
had to date. 

Senator Rosnertrson. That isa mighty good school. I guarantee that 
if you send them to the University “of Vi irginia and they get a degree 
from there, they will earn it. 

Mr. Parsons. I might say that most of the men going to this course 
already have their bachelor of science or bachelor of arts degree. This 
is more in the nature of a graduate refresher course. 

Mr. Burcess. This is following the practice of a great many bus- 
inesses which are sending their men to these graduate schools for 
refresher courses. 


OPERATION OF FEDERAL RESERVE SYSTEM 


Senator Ropertrson. There are just two questions that have no bear- 
ing, direct bearing, on appropriations. I might inquire generally into 
the question of policy. 

I saw a recent news item that the Federal Reserve Board’s open 
market operation was used to support all phases of the Treasury’s 
issues rather than only certificates, bonds and notes. 

There has been some discussion in the Banking and Currency Com- 
mittee as to whether the Treasury tried to put too much pressure on 
the Federal Reserve Board on that. 

Another was to the effect that the Federal Reserve Board was uneasy 
about too liberal credit, and the Treasury was thinking about making 
credit a little bit easier. 

Do you care to comment on those reports ? 

Mr. Bureess. I will be glad to. I do not think that any adminis- 
tration of the Treasury that we have had for many years has given 
the Federal Reserve System more complete freedom in the conduct of 
its operations. I speak to that because I have been very intimately 
acqué ainted with it for some 35 years under both political parties. 

The discussion arose about an incident that happened in December. 
The Federal Reserve early in 1953 started confining all its operations 
to Treasury bills, that is 90 days, short-term operations, with the idea 
of confining it just to what you might call pure money. 
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Senator Ropertrson. For the members of this committee who are 
not members of the Banking and Currency Committee, you might 
explain the difference between a bill, a note, and a bond. 

Mr. Burcess. A bill is a discount obligation which we sell at rp 
tion. It is usually 90 days, but it could be 4 months, 5 months, 
months. It is very short term. It keeps rolling over. 

There are about 19 or 20 million dollars of those bills that roll 
over; we have $1,600 million that mature every week and have to be 
sold again. 

In December, in connection with our financing of $12 billion, which 
is a lot of money, the market was very tight, the demand for money 
was very great. 

The Federal Reserve System had, itself, raised the discount rate 
just about 10 days before we had made our offering. 

After consultation with us—we are in constant consultation at 
all times—and when our offering came, when we came to refund our 
$12 billion of securities, the market was very soft and a great many 
of those who held the maturing certificates were exercising their 
choice of taking cash rather than taking the renewal; the market 
was soft. 

In discussions with the Federal Reserve System they decided under 
those circumstances they could appropriately buy some of these new 1- 
year certificates that we were putting out and strengthen up the mar- 
ket. a little. 

We were offering two very attractive issues that we had consulted 
the Federal Reserve about. They told us they were property priced. 

We put out a 1-year 25¢-percent issue and we put out a 214-year 27%. 

The whole thing arose really from the action of the F ae ‘al Reserve 
System itself in raising the discount rate. 

We knew at the time that it was going to make things tight. So 
they went in and they bought a few ‘of the 1- -year certific ates instead 
of confining their operation altogether to 90-day paper. 

Now, it is a pretty technical operation. It is entirely appropriate. 

W hen the Federal Reserve talked about confining their operations to 
90-day bills, they always put in, Bill Martin in all of his speeches says, 
“But our policy is flexible; we are dealing with situations and not 
with theories. So we are ready to do what is necessary on occasion”— 
and this is one of those occasions. 

Senator Rosperrson. What we are speaking of is a 90-day certificate, 
and notes are 5 years or less, and a bond is over 5 years. 

Mr. Buraess. Yes. 


NATIONAL DEBT LIMIT 


Senator Rorertson. You know, of course, on June 30 the debt limit 
will be $275 billion ? 

Mr. Burcess. That is right. 

Senator Rosertson. You have now about three billion more than 
that ? 

Mr. Burcess. Five billion. 

Senator Rozsertson. You will want to roll them around so they will 
come back to the Treasury at 275 before June 30? 

Mr. Burgess. Yes. The tax receipts are very heav y in the first half 
of the calendar year and light in the second ‘half; so when our tax 
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receipts are light, that runs up. When our tax receipts are heavy in 
March and June, we are able to pay off some debts. 

We expect to make it, Senator. It is going to be fairly tight. 

Senator Ropertson. How about the plan to give inflation a little 
shot in the arm ? 

Mr. Burcess. There is nothing in that, Senator. It is the business 
of the Federal Reserve System ‘to decide credit policy. They do it 
after discussion with us. We have had no difference of opinion with 
them at all. We think they have been doing the right thing. 

Senator Roperrson. Have you had any political pressure or any 
other kind of pressure ? 

Mr. Burcess. No, sir. We have discussed those things with them. 
We state our opinion from week to week on the situation. They give 
us their opinion about our financing. 

But when it comes to final decision, it is their decision. 


EFFECT OF DISCOUNT BY BANK OF ENGLAND 


Senator Dirksen. What will be the impact on our markets of an 
increase in the bank discount by the Bank of England, they are higher 
than any time in the last 25 years ¢ 

Mr. Bureerss. I think it will have very little. Of course, they did 
that partly for the purpose, mainly for the purpose of rectifying ‘their 
balance of payments. They have been importing more goods than they 
exported by too big a margin. 

Of course, there is some spread there they can cover by services and 
insurance and other forms of income. But they have just been living 
a little beyond their means. 

This action is an effort to correct that by cutting down domestic 
inflation. 

To the extent that it does reduce the amount of goods that they 
import from us, it might have a little effect. That ‘would be small 
enough, I think, a very few hundred million dollars, let us say, so that 
it would have no great effect. 

The other effect will be psychological. The London market and 
the New York market are all related to each other so that it is a 
psychological factor. 

But I think on the whole the evidence is that it is not going to effect 
us very much. 

Senator Roserrson. The major purpose is to require downpayments 
on television and things manufactured in that country ? 

Mr. Burcess. Yes. That is one of them. 

Senator Dirksen. The reimposition of rather heavy controls is 
pretty nearly under way in Britain; is it not? 

Mr. Burcess. There is a very interesting thing, Senator, about this 

recent move on their part, that they have not resorted to import quotas 
or to tighter exchange control. That is they have no resorted to 
physical controls. 

There is a difference of opinion there between the two parties, but 
the British Government as now constituted has used monetary and 
fiscal measures, dealing with credit rather than dealing with the 
physical volume of things. 

We are very sympathetic with that because, as you know, we don’t 
like these controls that get down into business and tell a man what he 
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should do from month to month. We think to influence the general 
situation by money rates and by credit is much sounder because it 
leaves the maximum of freedom for the individual. 


So far in England they have tried to avoid putting in more detailed 
controls. 


RELATIONSHIP BETWEEN AMERICAN AND CANADIAN DOLLAR 


Senator Dirksen. What is the more current report on the relation- 
ship between the American and Canadian dollar ? 

Mr. Bureess. They are just about on a par now. I haven’t checked 
it the last few days, but there is very little spread now. 

Senator Potter might know. 

Senator Porrer. I think it is on a par now. 


GOLD MARKET 


Senator Roperrson. The Department has not changed its opposi- 
tion to a free market for gold? A manufacturer of gold says give us 
a chance to get $70 an ounce instead of $35. 

Mr. Bureess. That is a little extreme on their part because the free 
price of gold over the world now is really at a very small premium. 
Gold sells for $37 an ounce or $36. 

Senator Dirksen. Is it a matter of record as to how much of our 
gold is earmarked for foreign accounts ? 

Mr. Burgess. Yes. 

Senator Rozerrson. David Lawrence covered that in his magazine 
2 years ago. 

Mr. Burcess. That is very interesting. In general this article is 
accurate. What it speaks of is the foreign claims on our gold, which 
are in the main bank balances that foreigners have deposited here and 
could conceivably withdraw in gold. 

Now, it is a little like a commercial bank. A commercial bank 
does not keep in its vaults the amount of money to pay off all the 
deposits. 

As long as we have confidence and conditions of reasonable stability 
we don’t have to worry. Foreigners will leave their money here. 

At the same time I was very glad to see the U. S. News & World 
Report publish that statement because these are facts that we ought 
to keep in mind. Some of these foreign countries have been gaining 
reserves very rapidly already, beginning to gain strength, they can 
stand on their own feet, they can help to do their share in keeping 
the free world strong. 

Senator Roperrson. Of course, the larger amount we give away 
in dollars in economic foreign aid the more they can claim against 
our gold. 

Mr. Burerss. Other things being equal, that is correct. 

Senator Dirksen. Of course, the continuing instability in so 
many parts of the world is the best assurance that they will leave it 
here. 

Mr. Burgess. So far the American dollar is the best money on the 
world and that is where people want to keep their money. I don’t 
see any sign of change in that. 

Senator Roperrson. The Secretary told me that he has to appear 
before another committee at 11 o’clock. 
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Senator Dirksen. Mr. Chairman, we have to go to the Judiciary 
to make a quorum. 


HEARING PROCEDURE 


Senator Rozerrson. Before the members leave I want to repeat on 
this hearing what we did on the Post Office Department hearing so 
that the Members of the Senate who read this record will know the 
procedure we adopted. 

We distributed to each member of the committee the printed House 
hearings which, of course, were very much more extensive than ours, 
but to save time and expense of printing we asked the members of the 
committee to familiarize themselves with the extended oe and 
ask any questions that they thought would need to be asked to clarify 
particular sections, but we would incorporate by reference the House 
hearings and the statement before us would be a brief summary and 
request for restoration if they had any, but we were not going 1n full 
detail about all the operations of the Treasury Department because 
that has been covered and apparently satisfactorily so, on the House 
side. 

Senator Dirksen. The chairman’s frugality is commendable. 

Senator Rozertson. It is $15 a page for every page that is printed. 


PRIORITY LIST 


Senator Porrer. I am wondering, Mr. Chairman, before the De- 
partment of the Treasury representatives leave, if you would also sup- 
ply the committee the Coast Guard’s so-called priority list for public 
works. 

I do not know whether that is the right name for it. 

Mr. Kenna. I don’t know what the name is, either, but we will. 

Senator Porrrer. You know what I have reference to? 

Mr. Kenpatu. I am sure I know what you have in mind, Senetor. 

Mr. Buregss. It is a little bit dangerous, Senator, because everybody 
will say, this is our order. Of course, the things are subject to change. 

Senator Porrer. I am not asking for it to be made a part of the rec- 
ord. I would like to see the list, myself. I do not know whether 
other members of the committee are interested in it, or not. 

Mr. Kenpatu. Senator, I know where your office is. Why couldn’t 
I drop by and visit with you. 

Senator Porrer. I would enjoy visiting with you even if it does 
not pertain to this. 

Mr. Kenna. Thank you, Senator. 


ADEQUACY OF CUSTOMS SERVICE MANPOWER 


Senator Jonunston. Mr. Chairman, in talking with the head of 
customs in New York, I think the impression he left with me was to 
the effect that he was fearful that they didn’t have sufficient manpower 
to do the job like it ought to be done in regard to narcotics. 

Now, that is what impression that person left with me from my 
visit up there. That is the reason I raised the question here this 
morning that I did. 
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Goodness knows, I om not the only one who does not fool with dope, 
but I am a teetotaler. I do not want dope to get spread all over the 
United States, of course. 

Mr. Kenpatu. One of the answers to this is that we have been 
apprehending more at the port of New York recently than we have 
been doing in the past, and there has been no increase. 

If the Senator is familiar with the report of the President’s Inter- 
departmental Committee on Narcotics, he will see what I am talking 
about. 

Senator Jounston. Have you talked to the head of customs in New 
York about this? 

Mr. Kenpaty. Quite frankly; he has been down here and visited us. 

Senator Jounston. Does he tell you that he needs more help? 

Mr. Kenpauu. He did, but he is not so stating at the moment. 

Mr. Burcess. Of course, every good man who is trying to do his job 
wants more people. 

Senator Jounston. I think he is trying to do a good job. I want to 
help him all Tcan. I think every bit of. help we give him, and every 
bit we apprehend, is just that much more saved here for the United 
ieee. 

Senator Ropertson. I think we can rest on the assurance that Sec- 
retary Burgess has given us that they are aware of the problem of 
stopping people from coming in with atomic warheads or dope or 
anything else. 

We are not delaying these hearings because we plan to mark up the 
billon Friday. They are going into this matter very fully. 

Is that correct, Mr. “Burgess ? 

Mr. Burcess. We certainly will, Senator. 

Senator Jounston. If you find anything in your report, will you 
please convey it to this committee? Iam worried about this situation. 
Go out to the high schools in Washington and you will find it. 

As you see it “here floating around it comes not from the United 
States. All that is brought in. So the only way to stop it is to stop 
it coming in. 


ADDITIONAL NARCOTICS PERSONNEL 


Mr. Kenpatu. The Senator is aware that there are 15 additional 
narcotics people provided for in this budget. 

Senator Ropertson. Another thing I will say is that the Senator 
from South Carolina and I share the interest in this. I am going to 
ask the Treasury Department not only to go into this, but to | go in it 
before the full committee marks up this bill. We plan to mark it up 
Friday, the full committee the following week, and if they find that 
the need more money for the Customs Service in this particular field, 
to let us know and we will be glad to put in more money. 

Of course, we would rather have a supplemental estimate. I do 
not think the House cut you on this, did they ? 

Thank you, gentlemen. 

The next witness is Mr. George D. Riley, appearing in behalf of the 
Washington Plate Printers’ Union. 
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WASHINGTON PLATE PRINTERS’ Union, AFL-CIO 


STATEMENT OF GEORGE D. RILEY, REPRESENTATIVE, 
LEGISLATIVE DEPARTMENT 


PREPARED STATEMENT 


Mr. Ritzer. Mr. Chairman, I know the time of the subcommittee is 
limited. For that reason I will not read my remarks. I will ask that 
the complete statement be placed in the record. 

Senator Roperrson. Without objection the statement will be placed 
in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF GEORGE D. Ritrey, LEGISLATIVE REPRESENTATIVE, AMERICAN 
FEDERATION OF LABOR—CONGRESS OF INDUSTRIAL ORGANIZATIONS 


I appreciate this opportunity to refer to a difficult situation in the Bureau of 
Engraving and Printing. The problem, involving the layoff of highly skilled, 
long-service plate printers, obviously is of concern to us. 

We believe your subcommittee, in its review of the situation at the Bureau, can 
act to ease this problem. May I recount briefly the nature of the difficulty and 
direct attention particularly to a measure which we believe should be, but has 
not yet been, relied on to meet it. We will then be glad to amplify on particular 
details as you wish. 

The Bureau of Engraving and Printing in recent years has been carrying 
through a program of increasing mechanization and automation. It has been 
experimenting with and adopting new printing equipment and processes and 
expects to take further such steps. 

This has had, and it promises to continue to have, a strong impact on the 
Bureau's work force. There has been an especially disastrous effect on its 
plate-printer employees. These employees have been cut to fewer than 300, 
or fewer than half the number of some 5 years ago. 

There are several special facts about the plate printers which should be 
mentioned. Many were speciially recruited, with and through cooperation of 
their union, to leave jobs elsewhere to meet the Government’s need for their 
rare skills. This was true particularly during wartime. 

Plate printing is extremely skilled, highly specialized work. It is vitally 
important in the Bureau of Engraving’s operations. At the same time there 
is only an extremely limited demand for it elsewhere. Also, craftsmen who 
have spent much of their working lives handling this function cannot readily 
adapt their skills to other equally responsible jobs. 

The plate printers affected by the technological improvement program at the 
3ureau have considerable records of Government service. Those most likely 
to be hit by any reduction in force in the period immediately ahead average more 
than 50 years of age and more than 13 years of service for the Government. 
Their opportunities for skilled employment elsewhere, if they ure cast adrift, 
are clearly quite restricted. They are too young to be retired yet too old for 
retraining. 

The plate printers have cooperated with the Bureau’s program of technological 
improvement, even in the face of its threat to their own livelihood. Here is 
how plate printers facing r. i. f.’s line up in numbers, service and age: First 
27 men, 13 years’ service, average age, 5014 years. Next 24 men, 14 years’ service, 
average age, 50 years. Next 23 men, 15-16 years’ service, average age, 53 years. 

These, briefly, are among the factors which add particular weight to the 
Government’s moral responsibility to these employees. If it should drop them 
from employment in their trade in the later years of their life, it would impose 
great hardship on them and their dependents. 

We all recognize the benefits of technical progress generally. We believe such 
progress is desirable even though it may require difficult personnel readjustments 
in many situations. But, we believe too that human values must be given full 
weight, that the serious problem confronting the individual worker who may 
be displaced by technological innovations should not be treated lightly. 
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Such workers should not be sloughed off every time a new machine is offered 
for sale. Technological improvement programs must be tempered by recognition 
of the human side. 

It should be kept in mind that improved machines and techniques mean sub- 
stantial savings for the Government over a period of time. We do not believe 
it equitable that the plate printers should bear the burden of the transition from 
older to newer printing methods. Some of the benefits of the savings or cost 
reductions to the Government should be allocated to prevent hardship on affected 
workers. 

Many measures are available for this purpose and the Government, if it is to 
be a reasonable boss, which treats its employees humanely, must put them all to 
use. It is desirable and feasible that they be applied to ease the adverse effects 
of the Bureau's new-equipment program on its plate printers. 

A significant step which has not yet been taken would be valuable as a means 
of forestalling additional layoffs. I refer to a reduction in the basic number of 
hours of work from the present 40-hour schedule to 35 hours. 

The Bureau apparently believes it does not now possess adequate administra- 
tive authority or ability to make this move. This is why we turn to your sub- 
committee for authorizing action. 

The reduction in hours may not of itself solve the problem entirely, but it would 
be a practical and highly valuable means of easing it. A reduction to 35 hours 
would avoid the need for a substantial number of layoffs; in manpower terms, 
it would be the equivalent of a 12% percent reduction in the work force. 

Reduction in the workweek is not new or unusual. Indeed, it has been very 
widely adopted in related areas in private employment as a fundamental means 
of meeting similar problems resulting from improvements in different types of 
printing equipment. 

The great majority of printing trades craftsmen in private industry are now 
on standard workweeks of less than 40 hours. Specifically, 93 percent of print- 
ing trades workers in major cities are on shortened weekly schedules. According 
to a survey by the Bureau of Labor Statistics of some 125,000 union printing 
trades workers in 53 major cities on July 1, 1954, only 7 percent work schedules 
as long as 40 hours. 

Reduction in private printing industry from 40-hour schedules has stemmed in 
large part from recognition of situations similar to that prevailing in the 

Sureau. Steady development of new types of printing equipment and processes 
has reduced the number of man-hours of work necessary and has required 
fewer workers for any given amount of work. As a means of limiting layoff 
and permitting workers to benefit rather than suffer from advances in their 
trade, the private printing industry has agreed widely to reductions in the 
workweek. As of July 1, 1954, the average workweek schedule for nongovern- 
ment printing trades workers, according to the Bureau of Labor Statistics, was 
37.1 hours. <A substantial proportion were, of course, on workweeks shorter 
than this average. 

In cities such as Chicago, Cleveland, New York, and Seattle, all or the great 
majority of printing tradesmen are already on a 35-hour, or as in some instances, 
36-hour, workweek. In Washington, D. C., the standard workweek for almost 
all printing trades workers in newspaper printing is 35 hours, while in book 
and job printing it is 37% hours. 

We very strongly urge some recognition of the problem of this hard-hit group 
of employees : 

1. By directing the Bureau of Engraving and Printing to take every step 
possible to minimize the displacement of its plate printers; and 
2. By adopting a requirement, along lines of the Thomas Amendment of 
1934 which set a 40-hour week, substituting a workweek of 35 hours for the 
plate printers. 
Jecause of the following language in the House committee’s report on this 
point, we believe the House will support you if you take such step: 

“The committee strongly requests that the Director of the Bureau take every 
possible avenue of search, to the extent of requesting change in the governing 
laws if necessary, to find some means whereby employees can be retained until 
the staff reaches required levels through attrition. This is not to be interpreted 
that overproduction is sought, but rather to make use of such employee-sug- 
gested devices as reducing the number of hours worked per day, ete.” 
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GENERAL STATEMENT 


Mr. Ritey. With me is Thomas G. Walters, of the Government Em- 
ployees Council of the AFL and CIO, and Mr. Fitzgerald, who is 
representing the local of the plate printers. 

My remar rks will only take a couple of minutes here. 

- his statement includes the following points: 

Plate printers in the Bureau of Printing and Engraving are 
among the highest skilled craftsmen. 

Though many made great personal sacrifices to answer Uncle 
Sam’s call when such manpower was needed, the Bureau has far less 
demand for their services which also are not required in private plants 
now. 

The Congress is asked to recognize the situation so created as it 
afer ts the destinies of these employees most of whom are too young 
retirement yet have no opportunity for retraining. 

Technological advances are recognized for their value, but the 
resulting human displacements are entitled to humane consideration. 

The Bureau thus far has offered no ideas for withholding these 
enitlienen from a human scrapheap, but goes steadily forward heedless 
of the consequences to this group and their dependents. 

Your committee has all the facts and more than we can supply; 
only the Congress is in a position to provide the responsiveness indi- 
cated in this instance. 

Senator Ronertson. Does that conclude your statement ? 

Mr. Rinry. Yes. 

Senator Rosertson. Do you wish for some other witness to testify ? 

Mr. Ritey. Mr. Fitzgerald. 


EXECUTIVE COMMITTEE, PLATE PRINTERS 
STATEMENT OF JOHN D. FITZGERALD, CHAIRMAN 
GENERAL STATEMENT 


Mr. Frrzcrrarp. The Bureau of Engraving and Printing plans in- 
stallation of dry rotary intaglio printing presses and have installed 
new high- speed dry rotary stamp presses. Both are planned to pro- 
duc ‘e many times the production of present equipment. 

Printers indicate existing and expected personnel hardships to be 
enc countered by them as a result of new high-production equipment. 

Bureau officials have given assurances of job security in part for 
pl ato printers even when new equipment was being installed. 

4. Printers submit several suggestions to ease impact of new equip- 
ment on plate printers. 

(a) Introduction of a 35-hour week at the Bureau of Engrav- 
ing and Printing; 

(6) Operation of new high-production presses one shift until 
the effects of attrition on plate printers and the work orders re- 
quire additional shifts to get out production. 

5. Suggestion that the evaluation run on dry currency rotaries be 


for 1 year in order to test the production and quality potential of the 
presses. 
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6. Suggestion that funds of the Treasury Department and Post 
Office Department used for purchase of currency and stamps not be 
paid at rates which include amounts to be used for the purchase of 
automatic equipment for the printing of stamps and currency. 

Senator Roperrson. Thank you. 

You want your full statement to go into the record ? 

Mr. Firzceratp. That is correct. 

Senator Rozerrson. Without objection, the full statement with all 
the tabulations will be included in the record. 
(The statement referred to follows :) 








STATEMENT OF JOHN D. 





FITZGERALD, CHAIRMAN OF EXECUTIVE COMMITTEE 
PLATE PRINTERS 








Gentlemen, let me at the outset of my testimony thank you for the opportunity 
which this committee has afforded us to appear and testify in behalf of the plate 
printers of the Bureau of Engraving and Printing. This opportunity fills us 
with hope that an equitable solution will be found for our problems. 

The Director of the Bureau of Engraving and Printing has outlined a program 
to the executive committee on the Plate Printer Union that calls for the 
installation of 8 presses during fiscal 1958 and 8 more later on. 

These presses, coupled with the new stamp presses that have already been 
installed and are expected to produce 3 times the old stamp production, could 
if they achieve their hoped for production cause the present force of approxi- 
mately 290 to be cut to less than 100 plate printers. 

At this point I would like to submit affidavits from several of our men who 
have already been reduced in force due to the increased output already achieved 
at the Bureau and also from several who will be affected by any r. i. f. coming 
in the future (exhibits A, B, C, and D). 

I would like to submit to this committee for its information a list of 112 plate 
printers liable to reduction in force during the next few years if the program 
of mechanization were to proceed with all possible speed. This list will indicate 
their years of service and ages as well as their position relative to reduction 
in force (exhibit EF). 

In the House hearings of the Treasury-Post Office Appropriations Subcom- 
mittee, the Director, Mr. Holtzclaw, was questioned about a representation by 
some of the employees that in recruiting plate printers from private industry 
it was represented to them that by going with the Government they would 
obtain a great security in position. 

Mr. Holtzclaw made no direct reply about recruitment as such but he denied 
that a promise of job security was ever made, or could have been made then, nor 
that it could be made now. 

We have two affidavits here that indicate to the contrary. Mr. John Ma- 
hony, at a cost of approximately $3,500 to the Plate Printers Union Local No. 2, 
toured the country with Treasury Department and Bureau of Engraving sanc- 
tion and recruited 75 plate printers to work in the Bureau. 

Mr. Lee D. Kistler, a former officer of this union, states in his affidavit that 
the Bureau officials stated that the changeover to new equipment would be grad- 
ual so that none of the printers would be laid off (exhibits F and G). 

We would like to add to this that at one time Treasury Department officials 
requested and obtained a waiver of the Whitten rider in order to give permanent 
appointments to plate printers as an inducement to help the recruitment program. 

Because of the present attrition rate of plate printers in the Bureau, 25 men a 
year, it appears that there will be need for continuing reduction in force among 
printers for several years to come unless steps are taken to soften the impact of 
the introduction of high-production presses into the Bureau of Engraving and 
Printing. 

We have several suggestions to submit to this committee for consideration 
which we believe will greatly relieve the situation not only for the plate printers 
but for all Bureau personnel. 

We would like to submit suggested wording for an amendment to be inserted 
in the Treasury and Post Office and the Tax Court appropriation bill of 1957. 
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This would if adopted bring about a workweek of 35 hours for the employees of 
the Bureau of Engraving and in our opinion afford some relief from the need 
for further layoffs (exhibit H). 

We would also recommend that any new printing equipment be run only one 
shift with present printing personnel until the attrition of manpower and the 
work orders require that another shift be started in order to maintain production. 
This would keep the mechanization program in progress without the attendant 
large-scale layoffs. 

We are continually confronted with the mandate that securities of the United 
States must be printed as cheaply as can be done by outside industry. We sin- 
cerely believe that the quality of the wet intaglio process used in the Bureau 
cannot be duplicated. We have at present in the Bureau two presses of foreign 
design that have been trying for almost a year to duplicate our currency by a 
dry process at considerable cost to the Bureau of Engraving, but so far they have 
not been successful. 

{n line with this, we would suggest that the proposed run of 100,000 sheets 
that the Bureau has scheduled to evaluate the 2 foreign-made presses, will not 
entail a long enough run for purposes of proving the consistent production and 
quality potentials of the presses. We suggest a run of 1 year by Bureau per- 
sonnel under full production conditions. 

The plate printers union would also like to submit other suggested language 
to be inserted in the Treasury, Post Office, and the Tax Court appropriations 
bill of 1957 (exhibit I). 

We believe that there would be several advantages to such legislation. It 
would effect a savings to the agencies purchasing stamps and currency. It 
would more clearly show the cost of stamps and currency without the added cost 
of new equipment. It would also give Congress a clear accounting of the cost 
of the new equipment and more control over its installation. 

In conclusion we feel that the suggested program that we have outlined would 
allow modernization to proceed in a manner that would take into consideration 
“human values” and prevent many hardships among employees who have de- 
voted many years of loyal service to the Government. 


EXxHIsit A 


JANUARY 23, 1956. 
To Whom It May Concern: 

I was employed by Security Bank Note Co., Pittsburgh, Pa., for 21 years. I 
was urged by Plate Printers Local No. 2 to accept a position as plate printer in 
the Bureau of Engraving and Printing, August 1948. They told me that I would 
have a job as long as I wanted it, for there was a shortage of plate printers, due 
to retirements. They even gave me a letter that I would have a permanent ap- 
pointment to secure a mortgage with to buy a home. TI sold my home in Pitts- 
burgh, Pa., and went to great expense moving down to Washington, D. C. 

TI still have a $7,000 mortgage on my home. 

After 7 years, November 1, 1955, due to the new methods in printing, I was 
laid off as a plate printer and given a job as a guard, at less than one-half my 
previous salary. This has caused me undue hardship. I am 44 years old and 
have 3 children, 2 in high school. This is the only trade I know and I cannot 
get a job outside the Bureau at that salary. 

Respectfully submitted. 

WILLIAM J. OLIVER, 
10th Congressional District, Virginia. 


EXHIBIT B 
JANUARY 23, 1956. 
To Whom It May Concern: 

I was contacted by a representative of Local No. 2, Plate Printer’s Union, in 
1944 in Chicago to accept a position as plate printer. I was told that the Bureau 
was greatly in need of plate printers; in the throes of war and felt it was my 
duty to respond. It was my impression the job was to be permanent. I bought 
a home and incurred obligations in excess of $10,000. I was given a 30-day notice 
that, as of October 31, 1955, my job was terminated: no other advance notice. I 
am now employed as a guard or watchman in the Bureau at less than half of 
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the former pay. This I was advised to do to protect my retirement rights. I 
am now 52 years of age and have one child to put through school. This layoff 
has left us in a very bad financial position, with no possibility to return to my 
former income standing. 
CuirrorD L. FELIX, 
Bladensburg, Md. 


EXHIBIT C 


VIENNA, VA., January 23, 1956. 

On June 11, 1942, I was appointed-a plate printer (war service indefinite) with 
a civil-service examination grade of 98 percent, to the Bureau of Engraving and 
Printing. On May 13, 1947, after passing another civil-service examination with 
96 percent, I was appointed a plate printer (permanent). 

Until the time. I received my permanent appointment I lived in a rented room, 
then later in an apartment. After the appointment I felt that my future was 
secure enough to purchase a home, which I did in 1948. At the present time I 
owe a $5,500 mortgage on it. 

I stand number 14 from the bottom of the nonveteran seniority list of plate 
printers in the Bureau of Engraving. The next layoff will affect me. The plate- 
printing trade is the only one I know, and I have been employed in it since 1929. 
I am 45 years old, and in the event I should lose my job at the Bureau of 
Engraving, shall find my age a handicap in securing employment elsewhere. 
Last year my salary was $7,593.79 before taxes. If I were forced to look for 
another job, I would be lucky to make $3,200 a year. There are few banknote 
printing companies and any vacancies that existed have been filled with printers 
who have already been released from the Bureau of Engraving. 

My responsibilities include the support of my wife and our 414-year-old 
daughter. Her future educational needs will increase and medical bills must 
be met. If I lost my job, I could not keep my house and finish paying for it, nor 
could I maintain my automobile as I do today. 

Very truly yours, 
DANIEL J. SHEEHAN, 
Vienna, Va. 


Exuisit D 
JANUARY 23, 1956. 
To Whom It May Concern: 

On June 9, 1941, I gave up my job to accept an appointment as a plate printer 
at the Bureau of Engraving and Printing with a permanent status. 

At that time I was renting a house for wife and two children. After a while, 
feeling my job was secure, I bought a home for my family, for which I still owe 
about $5,000. 

After 14 years I now face the possibility of losing my job as this is the only 
trade I know. I could not get a job at my present salary, which would jeopardize 
my living standard, my home, and especially my hopes for a college education 
for my children. 

Respectfully submitted. 

JOSEPH E. OWENS, 
Hyattsville, Md. 
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Exuisir E 


List of men liable to reduction in force in the nett 3 to 4 years 

















| ! 
| Years | | Years 
Names of serv-| Ages | Names |ofserv-| Ages 
| ice | ice | 
ae ln ital aed re as 
1. Hedberg 13 | 54 57. Ford is pet Sn 15 | 56 
2. Copin 13 54 | 58. Kopinski--- Sem tce phate 15 52 
3. Receveur..__-- 13 60 | 59. Abramowitz siete 16 53 
4. Rockenkach -_-_-- 13 56 | 60. Roczey-.- Bek et hed 16 43 
5. Denny . 13 50 | 61. Schulen : ; 16 | 62 
6. Davis 13 | 54 Cr 7 16 51 
7. Gerstein. 13 | 66 | 63. Sedoti-_-- ee ss cams 16 | 50 
8. Balkner 13 | 51 a. a eee eS Senne 16 | 53 
9. Senese 13 ‘Al | 65. Nagangast ; 16 | 58 
if. Firmbach 13 5 66. Ognibene - et oe ee a ae 16 | 51 
11. MeCandless --__- ne | 13 52 Eee 16 52 
12, Rentz are es 13 43 | 68. Utz cn sical 16 | 53 
13. Koslow ; 13 41 | 69. Murphy ; eee 16 55 
14. Sheehan 13 | 45 Bs ID isis. cireminnwatgag ious 16 | 56 
15. Siegfried 13 49 | 71. Zarello.. stamina eal 16 | 57 
SI cise ionic | 13 OR) Wa BON nar cw ncn cne nl 16 | 53 
17. Schneider. | 13 | 47 | 73. Di Sabato : 5 rei 16 53 
18. Ward 13 54 We UI se acces 16 52 
19. Cohn 13 eee rarer 17 | 51 
20. Michael. -.-__-- 13 51 | 76. Bowbeer oat ; 17 | 50 
21. Raymond_-.-_--- * 13 | 43 77. Rosenhlom satclariec cal 17 | 50 
22. Tosi yi eaten 13 | 51} 7%. Coulther_....-.-- cneae come 17 42 
23. D’ Aprille- 13 | 46 | 79. Nyman.--._--. ahi tama 17 | 37 
mM Pa... eet ae Se 13 | 61 | 80. Sullivan. __- : : 17 | 64 
25. Blum oa Se | 13 | 61 | 81. Shoppett-_-- ‘ pe 17 37 
26. Donohue... -_----- ‘ 13 49 | 82. Schacter teas 17 | 57 
27. Raum._. deca eatin 13 | 54 | 83. Hertel : dns 17 | 46 
28. Baron.-..._..-- ide tueenae 14 | 34 | 84. Mitchell__-- a 17 | 37 
29. T.angone________- 14 51 | 85. Radyl-_-- ; tae 17 55 
30. Vigilleti__- . 14 58 | 86. Schulen- ; — 17 | 54 
31. Chernoff es = 14 | mi @. Beee..... ; : 17 | 61 
32. Thomas____.- | 14 57. | 88. Nappi-- ; 17 49 
33. Edwards 14 | 50 | 89. Featherston | 17 |} 62 
34. Petty | 14 56 | 90. Jacobs aces 17 55 
A NS cicinicisscnits : 14 42 91. Krause via 17 51 
36. Mansfield , 14 52 | 92. Willis : 17 | 61 
37. Radcliff - , 14 39 | 93, Craig acai 17 | 49 
38. Seroder- ae J 5 14 | 47 | 94. Londberg c 5 17 | 54 
39. Hospan xe 14 | 42} 95. McNeil. oe : 17 | 37 
49. Swentek____- 14 | 46 96. Lucas. - ‘ . | 18 62 
41. Norment___- 14 63 | 97. Baum 18 | 37 
42. Kohler_. 5 ‘ 14 64 | 98, Connor. -__- =¢ 18 52 
43. Villa : 14 53 | 99. Foster. -- cise 18 | 53 
44. Owens ‘. coe 14 50 | 100, Colpe___- ae asaaees Pe | 18 52 
45. Gregorio 14 57 | 101. Bunting - - amt acai 18 | 53 
46. Rauch : 14 | 5 | 102. Frank- oncue 18 | 59 
47. Conroy : iene 14 58 | 103, Turner a | 18 | 36 
48. Goggin. _.__- ha 14 50 | 104. Berkowitz. 18 | 61 
49. Myers-.- éalansacicai tn 14 53 | 105. Woodling acabakeweel 19 | 37 
50. Wagner ; | 14 | 59 | 106. Bacura ist = | 19 | 62 
51. MeCable 14 | 47 | 107. Jones_- : aes | 19 58 
52. Lucas siiokarios <a 15 | 38 | 108. Walters jccineenewehien | 19 | 63 
53. Sheridan ____- : la 15 | 65 | 109. Wasson 7 aa | 19 55 
54, Krause. Sag : 15 56 | 110. Middleton__- 3 cont 19 | 62 
5S. Poneeti.......... | 15 | 47 | 111. Villano--- oe i 19 | 54 
56. Jennings 15 | 65 | 112. Totten ae ok , 19 | 59 
! 





NOTE.—Twenty-seven men, 13 years service: Youngest, 41 years; average age, 50% 
years. 24 men, 14 years service: Youngest, 34 years: average age, 50 years. 7 men, 
15 years service: average age, 54 years. 16 men, 15 years service: average age, 53 
years. 112 men, 13 to 19 years: Average age, 53 years. 





ExnHIsit F 


JANUARY 23, 1956. 
To Whom It May Concern: 
During my term as chairman of the Plate Printers Committee, in all my 
conferences with the officials of the Bureau of Engraving and Printing in regard 
to new and improved presses for plate printing, they stated that the change 


over would be gradual so that none of the printers would be laid off because of 
this speedup of production. 


Respectfully submitted. 
LEE B. KISTLER. 
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REFERENCE TO MEMORANDUM AS OF JUNE 28, 1949 


“We were called into a conference with the officials of the Bureau and they 
gave us figures for the work that the Bureau was expected to get out for the 
fiscal year ending June 30, 1949; also the schedule of work estimated for the 
fiscal year 1949-50. These figures were so large that we could not comprehend 
just how we could get out this schedule. It was then stated that the Bureau 
would buy the 20 presses that are equipped with self-polishers and feed boards. 
We were assured by the officials of the Bureau that no plate printer then 
employed would be discharged in the future because of the introduction of 
these presses because they are standard equipment of all the bank note companies 
in this country.” 

L. B. K. 


ExHIBIT G 
JANUARY 23, 1956. 
To Whom it May Concern: 

Due to an acute shortage of plate printers in the Treasury Department’s 
Bureau of Engraving and Printing in 1942 and 19438, I was delegated by the 
Washington Plate Printers Union to recruit such craftsmen. The said union, 
following several conferences with Treasury Department officials, was com- 
missioned to use utmost effort to furnish necessary manpower to meet the crisis 
affecting the printing of the Nation’s negotiable currency and other securities. 

Intensive use of telegraph, telephone, and mail facilities was tied in with press 
publicity. Much time was spent daily with the Bureau’s Personnel Office de- 
veloping progress. As well I made many visits to the Civil Service Commission 
hastening the certification of eligible recruitees. 

For 3 weeks during October of 1942, I made an intensive effort in the field. 
I visited New York City and its environs, as well as Albany, Boston, and Spring- 
field in Massachusetts, and Bridgeport and New Haven in Connecticut, Syracuse, 
Rochester, and Buffalo. 

During this period, I was able to secure for the Department 75 additional plate 
printers. The difficulty in persuading these men to come to Washington was 
attended by their reluctance to dispose of their homes and make other sacrifices 
incidental to their coming to Washington. 

Upon the resumption of my duties as a plate printer in the Bureau, I was 
assigned by Washington Plate Printers Union to assist all certified plate printers 
employed in their first efforts as plate printers in the Bureau of Engraving and 
Printing. 

All incidental expenses while traveling as well as loss of piece work wages 
incurred by me was paid to me by the Washington Plate Printers Union. 

Respectfully submitted. 


JouHn A. MAHONEY. 
MONTGOMERY County, Mp. 


Exuisit H 


SUGGESTED AMENDMENT To BE INSERTED IN TREASURY, AND Post OFFICE AND THE 
TAx CourRtT APPROPRIATIONS BILL, 1957 


BUREAU OF ENGRAVING AND PRINTING 


The weekly compensation, for the several trades and occupations, which is 
set by wage boards or other wage-fixing authorities in the Bureau of Engraving 
and Printing, shall be maintained at rates not lower than necessary to main- 
tain the full weekly earnings of such employees, in accordance with the full- 
time weekly earnings under the respective wage schedules in effect on March 
1, 1956: 

Provided, That the regular hours of labor shall not be more than thirty-five 
(35) per week; and all overtime shall be compensated at the rate not less than 
time and one-half. 
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ExuHIsitT I 


SuGGESTED LANGUAGE To BE INSERTED IN TREASURY AND POST OFFICE AND THE TAX 
Court APPROPRIATIONS BILL, 1957 

On page 15, between lines 14 and 15, insert the following: “No part of the 
funds appropriated by this act shall be used for payment to, or reimbursement of, 
the Bureau of Engraving and Printing, for services performed by it for the 
Department of the Treasury or the Post Office Department, at rates which include 
amounts to be used for the purchase of automatic equipment for the printing of 
stamps and currency.” 

Mr. Ritey. Thank you, Mr. Chairman. 


Mr. Walters. 
GOVERNMENT EMPLOYEES COUNCIL 
STATEMENT OF THOMAS G. WALTERS, REPRESENTATIVE 
GENERAL STATEMENT 


Mr. Watrers. Mr. Chairman, for the record, my name is Thomas G. 
Walters, of the Government Employees Council. 

We have been quite concerned about this whole matter over at the 
Bureau of Engraving and for the record I would like to say that the 
officers and members of that council endorse wholeheartedly the com- 
plete statements. 

We have analyzed and helped in the preparation of some of this 
material. We wholeheartedly endorse the statement as prepared and 
the statements presented here this morning. 

Senator Roserrson. We will be glad to print your full statement. 

Mr. Watrers. Thank you. 

Senator Rosertson. All the testimony is going to the printer prob- 
ably this afternoon. It will be in the hands of each member of the 
subcommittee before we mark up the bill. 

The attention will be invited to this situation of those who are not 
present. 

Thank you very much. 


STATEMENT OF WILLIAM A. RAHN, SR. 
PREPARED STATEMENT 


Senator Rorerrson. The next witness is Mr. William Rahn. 

Without objection we will include in the record the full statement 
of Mr. Rahn, and he will summarize it. 

(The statement referred to follows :) 


STATEMENT OF WILLIAM A. RAHN, Sr. 


Mere words cannot adequately express the sincere gratitude of us plate 
printers who were involuntarily separated from our positions at the Bureau of 
Engraving and Printing, to this committee. Not only for your consideration in 
permitting one of our members to appear before this committee to express our 
views in the hope that it may assist members of this committee in their de- 
liberations on the budget of the Bureau of Engraving and Printing for fiscal 
1957, but also for your efforts last year when you inserted in the report on 
that appropriation bill, language in the hope that due regard would be given 
human values when decisions were made regarding the modernization program. 
This apparently was disregarded by those who made the decisions later. We 
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wish also to thank those of you who either wrote or wired the Secretary of the 
Treasury asking him to postpone the decision to separate these men from their 
jobs until Congress returned and could give the matter serious consideration. 

Our statement and appeal is based on the presumption that the foremost in- 
terest of this committee is to determine if the operating funds of any bureau or 
agency are efficiently utilized so as to be in the best interests ef the public. 

We are not here seeking charity. We respectfully request that serious con- 
sideration be given the important factor that plate printers, through loyal 
cooperation, suggested many of the technological improvements, tested them 
and developed them and as an end result doubled the production of currency 
in a program which has reflected a reoccurring annual savings of several million 
dollars. It has been admitted by the Director of the Bureau that the results 
of this program could not have been accomplished without the cooperation of 
the plate printers. 

Perhaps the most brief and comprehensive method of informing this com- 
mittee would be to cite several decisions made by officials of the Bureau which 
have a direct bearing on the present situation, from which you may draw your 
own conclusions. We shall make ourselves available in the event any member 
of this committee should desire more details. 

Decision No. 1 

In 1936, when private bank note firms began modernizing their equipment 
to meet increased requirements of their customers and lower production costs, 
the Bureau remained dormant. When the Bureau was confronted with the in- 
crease in currency requirements brought about by World War II, they did not 
avail themselves of the modern attachments and knowledge gained by private 
industry. They chose instead, the inefficient method of recruiting the largest 
force of plate printers on Bureau rolls since 1923, to operate their slow antiquated 
presses, and continued to recruit men until July 22, 1952. Those who were re- 
cruited after September 1, 1950, were given permanent status even though the 
Whitten amendment was in force since that date. Had management kept 
pace with private industry in modernization they would not have been required 
to recruit plate printers after September 1, 1950. 

Decision No. 2 

In 1949 the Plate Printers’ Committee learned of 20 modern intaglio plate 
presses which had been manufactured by an American firm for the Soviet Russian 
Government and were about to be shipped. They immediately notified the Di- 
rector of the Bureau. The Bureau procured these presses, which enabled them 
to increase the daily press production of currency considerably while maintaining 
the same high standard of quality in effect at the Bureau. Until this time little 
had been done toward modernization. After the installation of these presses, 
the teehnological improvements of this press were installed on the older presses 
at the Bureau providing a further increase in currency production and cut 
production costs as a result. 


Decision No. 3 


This decision was the adoption of an automatic delivery attachment to the 
presses and the use of nonoffset ink. The services of one female assistant on each 
press who formerly performed this operation manually were no longer required. 
Far more diligence is now required of each plate printer to examine his own 
work since his assistant who formerly did this was eliminated. As a result, 
far more defective work escapes detection. A considerable amount of defective 
work is overlooked by the examining division and is put into circulation, hence 
the standard of quality is lowered in the quest for economy. 

Decision No. 4 

In 1951 an experimental web-fed intaglio postage-stamp press, developed by 
a New York engineering firm, was installed in the Research, Development and 
Engineering Division of the Bureau. After few and inadequate tests were 
made a decision was made to purchase 5 such presses for the production of 
postage stamps, at a cost of approximately $1 million. The first unit was installed 
at the Bureau early in October. Each working day since, a crew of plate printers, 
technicians, and helpers have worked continuously using many tons of paper 
and other materials but no acceptable sheets of postage stamps have been pro- 
duced. We should like to be permitted to elaborate on this decision as a loss of 
many thousand dollars has been the result. 
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Decision No. 5 

This decision involves an experiment in printing larger (35 subject) plates 
on dry paper. Several sheet-fed rotary intaglio plate presses have been utilized 
in this experiment over the past 2 years. Much more tremendous pressure is 
used to facilitate printing on dry paper than on wet paper upon which our regular 
production has been printed since the beginning of intaglio bank-note printing. 
It remains to determine to what extent this pressure is damaging the fibers of 
the paper which could affect the life of currency in circulation. No scientific 
test had been made when we checked recently. If any have been made since, we 
have no knowledge of their findings. 
Decision No. 6 


The decision to involuntarily separate 48 plate printers from their positions 
was predicated on the optomistic assumption that the dry method of printing 
currency (decision No. 5) will prove to be practical within 2 years. The experi- 
ence of private industry has been quite to the contrary. They have spent large 
sums of money and much time with very little success. Most of their large 
high-grade work is still being printed on wet paper. Of course it may be possible 
to lower the standard of quality and alter the engraving to facilitate dry printing 
as some firms have done. 

In conclusion we respectfully request that Congress at the request of this com- 
mittee will make certain that funds permitting the Bureau to operate will not 
be utilized to further these experiments until definite proof is given that experi- 
ments now in process at the Bureau will not lower the standard of quality of 
our currency, will not make it more vulnerable to counterfeiting through any 
alteration of the engraved plates and will not lessen the life of curreney in 
circulation. A committee of unbiased experts should be the judge of the results 
of such experiments when such important matters as our currency quality is 
involved. 

We should be pleased to have this committee consider the cooperation of the 
plate printers in the accomplishment of several million reoccurring annual sav- 
ings to the Bureau and replace them on their former jobs if some of this savings 
which they help bring about is used as a loan until normal attrition can absorb 
the surplus inventory of currency. It is being done for our farmers and foreign 
nations, why not we who have helped provide the necessary funds? 


GENERAL STATEMENT 


Mr. Rann. Mr. Chairman, TI want to thank you for the opportunity 
to appear here in behalf of the 48 men who have been laid off and for 
the other efforts you and other members of this committee have made 
in our behalf in the past. 

I want to make it clear that apparently this committee’s efforts 
have been disregarded by the officials of the Treasury and the Bureau 
of Engraving. 

Our statement and appeal is based on the presumption that the 
foremost interest of this committee is to determine that operating 
funds of any bureau or agency are efficiently utilized so as to be in the 
best interest of the public. 

We are not here seeking charity. We are here seeking consideration 
to compensate these plate printers who have been cast aside for the 
part they have played in developing this modernization program and 
for testing the devices, bringing about a doubling in currency produc- 
tion in the Bureau and at a savings of several million dollars a year. 

We have cited several decisions that have a bearing on the present 
situation which are included in this statement. 

I will bypass these. 

I want to say that most of these experimental endeavors have yet to 
be definitely proven. These decisions to lay these men off have been 
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predicated on the assumption, a most optimistic assumption, that these 
experiments are going to prove practical. hia 

As far as I know, and I have just checked recently, no scientific tests 
have been made in the Bureau to determine if a stamp or currency 
so printed by this new dry process will wear as well In circulation 
or will be of the same high standard as is the custom of the Bureau. 

We shall be pleased to have this committee consider the statements 
as we have them typed here and to allocate some of the money which 
the plate printers have been instrumental in helping the Bureau of 
Engraving save annually to be plowed back into a program whereby 
these men can be restored to their jobs if only for part time. 

We think that is not asking too much. 

It has been proven by figures we have furnished members of this 
committee, compiled by Ernst and Ernst, that if this 35 subject dry 
printing process on these foreign rotary presses is not successful there 
will be a shortage of plate printers in the Bureau of Engraving by 
1960. 

It has not been definitely proven that these tests will prove practical. 
They have five high speed rotary stamp presses in the Bureau do that 
today that have been there since early October on which a penalty 
of $125 per day per unit was placed on the bidders. Tliat would make 
these presses cost the Bureau today $625 a day every day they are not 
in production and they have not been in production, and 5 months have 
elapsed. 

And that is quite a sum of money. I think those things should be 
thoroughly investigated by either this committee or the Banking and 
Currency Committee if you think it is advisable and this whole situa- 
tion brought out into the open. 

Senator Ropnerrson. I can assure you as I did the other witnesses 
that the testimony on this point will be brought to the attention of the 
full subcommittee when we meet to mark up the bill and it will be 
given consideration. 

Mr. Watters. Thank you, sir. 

Senator Rosertson. Mr. Clerk, are there any other witnesses who 
have requested to appear ? 

The Crerx. No, Mr. Chairman. 

Senator Roserrson. Mr. Clerk, you will please get our record to the 
printer as soon as the testimony this morning has been approved. 

Mr. Waters. Could the record show that Mr. Gill, who is an offiger 
of the plate printers, was present at the hearing. His full name is 
Thomas Gill, president of Local No. 2 of Washington Plate Printers. 

Senator Roserrson. The following information relating to the ade- 
quacy of the present system of the Customs Service in checking 
against the smuggling of narcotics and other prohibited items has been 
submitted by Mr. David W. Kendall, Assistant Secretary of the Treas- 
ury, and will be inserted in the record at this point. 

(The information referred to follows:) 


(See p. 72) 


TREASURY DEPARTMENT, 
ASSISTANT SECRETARY, 
Washington, February 28, 1956. 
DeaR Mr. CHAIRMAN: I am writing in compliance with the request of the 
committee for an additional report regarding the adequacy of the present 
73453—56——_-7 
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system of the Customs Service in checking against the smuggling of narcotics and 
other prohibited items. 

The report of the Interdepartmental Committee on Narcotics to the Presi- 
dent, a copy of which is attached, provides rather conclusive evidence that the 
narcotic addiction problem is not on the increase in this country. We feel 
strongly that the existence of one addict is one too many. But, as the report 
discloses, the Interdepartmental Committee estimated that there are 60,000 nar- 
cotie addicts in the country today. This compares with an estimate of 100,000 
by the Public Health Service in 1923. So while the population has been increas- 
ing from 112 million to 166 million, the number of addicts has apparently de- 
clined by about 40 percent. This tends to support the conclusion than present 
enforcement activities against smuggling are effective. 

The conclusion that there is efficient enforcement is also supported by the fact 
that the number of arrests—which narcotic enforcement experts say is the best 
evidence of total traffic—declined 17 percent from 1953 to 1954 (the totals were 
21,853 to 18,059) according to the Interdepartmental Committee report. 

Another aspect of the addiction problem which is subject to misunderstanding 
is addiction among school-age people. The Interdepartmental report describes 
a Bureau of Narcotics survey of some 24,0483 known addicts reported in 1953 and 
1954. Approximately 15 percent or 3,145 were under 21. But the number under 
18 years of age was less than 400. The Interdepartmental Committee report 
noted that these figures indicate that reports of a problem of serious dimensions 
among young people of school age have been exaggerations. Without minimiz- 
ing the fact that the addiction of any person, young or old, is a matter of con- 
cern, it is encouraging to note that narcotics suppression activities as now con- 
ducted by the Customs Service and the Bureau of Narcotics apparently have re- 
sulted in decreased addiction in the country. 

It is our conclusion that the policy of stressing the getting of information 
rather than routine inspection is most effective. This makes it possible for our 
intelligence information-gathering agents both here and abroad to acquire the 
data and tips which lead to detection much more successfully than any com- 
pletely blind physical inspection of persons or property. A report from the top 
narcotics detection expert in the world, Commissioner of Narcotics Harry J. 
Anslinger, on this subject may be of interest to the committee. 


I quote below 
Commissioner Anslinger’s memorandum to me as of February 28: 


“MEMORANDUM 


“Referring to the problem of heroin smuggling in New York, I think we should 
look at this situation in the proper perspective. 

“Many years ago, before the operation of the international conventions and 
the organization of international police narcotic control, we were able to buy 
at any time large amounts of heroin at $12 an ounce. Today, because of the 
treaties to limit the manufacture of narcotic drugs and integrated narcotic en- 
forcement throughout Europe, plus our own efforts, we can obtain limited 
amounts of heroin at between $500 and $1,000 an ounce in New York. The 
spread between the former price of $12 an ounce and $1,000 an ounce today can 
be attributed to the 1931 Convention To Limit Manufacture of Narcotic Drugs 
and to nareotic enforcement which we have organized abroad. 

“We are conducting undercover operations in Turkey, Lebanon, Italy, and 
France—sources of heroin smuggled into New York—resulting in the seizure 
of large quantities of opium, morphine base, and heroin and the apprehension 
of organized gangs and individuals engaged in this traffic in those countries. 

“The present purity of heroin consumed by addicts in New York, Baltimore, 
Philadelphia, Detroit, and Chicago may be 5 to 10 percent, which indicates that 
we are stopping at the source between 40 and SO percent of the traffic. Other- 
wise the addicts in the major cities would be getting pure heroin. 

“Further evidence of the effectiveness of this operating policy comes to us 
from the staff of the Lexington Narcotic Hospital, which has observed that 
heroin addicts of today do not have the severe withdrawal symptoms suffered 
by the addicts some years ago when they used the pure product. 

“Furthermore, in order to make substantial seizures in New York it is neces- 
sary to obtain information abroad. Recently, as a result of information re- 
ceived from our foreign agents, Canadian police authorities seized about 3 
pounds of pure heroin at the port of Montreal, some of which was destined 
for New York. 

“Because of small bulk, substantial quantities of heroin can be concealed, with- 
out fear of detection, on the persons of seamen or passengers. 


. 


Greater accent on 


; 
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searches would not be likely to result in our seizing greater quantities of 
heroin. The only practical way of making seizures is to obtain information on 
individual smugglers. We have distributed notices throughout Europe, offering 
to pay rewards for information which will result in seizures. The several nar- 
cotic control bodies of the United Nations also recognize that the most effec- 
tive means of reducing smuggling is to work with the enforcement authorities 
of the countries which are sources of illicit heroin to eliminate the sources. 
This we are doing with marked success in Turkey, Lebanon, Italy, and France. 
“HARRY J. ANSLINGER, 
“Commissioner of Narcotics.” 
I would also like to quote a report of this date to me on this general subject 
from Acting Commissioner of Customs David Strubinger : 


“MEMORANDUM 


“There appears to have arisen some misapprehension regarding customs en- 
forcement, due to the fact that during the past few years our techniques have 
been extensively revised. In some cases this has entailed a reduction in man- 
power, but we believe there has been over all an increase in effectiveness. 


“BORDER PATROL VERSUS CUSTOMS AGENTS 


*articularly notable are the changes made on the Mexican border. Prior to 
1948 the force there consisted of the regular staffs of the several collectors, plus 
a border patrol of several hundred men and a force of about 25 customs agents, 
dispersed over the boundary stretching from the Gulf of Mexico to the Pacific 
Ocean. Reliance was placed mainly on the techniques of inspection of the 
traffic at the ports, and patrol of the country in between, with active investigation 
of a few selected active leads. 

“The year 1948 saw a change intended to permit better work to be done with 
fewer men. Patrol work had not proved productive in proportion to its cost, 
and the patrol was accordingly abolished, but 50 new positions of customs agent 
were created, and filled with experienced men, many of them patrolmen who 
already knew the problems. 

“The results, we believe, have justified the change, and have been mentioned 
in some detail over the years in the annual presentation of our budget requests. 
Many large seizures have been made, many important smugglers of narcotics 
and other commodities have been apprehended and in nearly all cases convicted. 
Experience in making these cases has demonstrated, too, that the investigative 
technique is the most effective. Properly trained agents, familiar with the border 
and able to speak Spanish, can find out pretty reliably and fairly soon who is 
doing the smuggling, but if the officer simply sits at or near the border and 

vaits for the smuggler to come to him, the smuggler will never come. It is 
necessary to seek out the violator, to learn his plans, to surprise him by an 
undercover approach, and that is the procedure followed by our trained customs 
agents. The average important violator does not last very long, but unfortu- 
nately the soil of the Tropics appears to be productive the year round ; a new crop 
of violators springs up the moment an old crop is harvested. 

“Our effectiveness was somewhat diminished over the years by budget exigen- 
cies, which led on more than one occasion to our leaving vacancies unfilled, 
and ultimately to the abolition of certain positions. The result was that by 
about a year ago our force of agents along the border had decreased to about 
36. At that time, however, we took a new look at the situation and did certain 
things. One of these was to add 14 agent positions in that area, bringing the 
staff once more to about 50. We filled these new positions with care, demanding 
in every case special linguistic and other qualifications for border work; and 
the results are already apparent, in that most of these new men began to make 
cases practically from the first day on the job. 

“In order to work effectively in that area an agent must, like a cowboy, be 
well mounted, and to this end we bought 14 new cars: practically every agent, 
old or new, has an official vehicle assigned exclusively for his full-time use. 
Such cars, of course, bear no distinguishing insignia or licenses, and the more 
recent purchases have been obtained in a variety of colors, so as not to look like 
the law. In places where we do a good deal of undercover work, We have been 
able to acquire by the seizure route, a few cars of the sportier type favored by 
the higher class narcotic smuggler, so that our agents may be able to meet these 
gentry on an equal social plane. 
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“We have for a good many years had a certain amount of radio equipment, 
but is has been borne in on us that this is outmoded. Most of it was of AM 
type, which is subject to interference, and it was likewise getting so old as to be 
difficult to maintain in repair; likewise it was often deficient in range, and was 
not tied into the networks maintained by the local enforcement organizations, 
though most of these bodies would have been happy to work with us. Again, 
the type of walkie-talkie we possessed was often not effective, for instance, in 
permitting an agent concealed in a river bottom to letting other agents know 
when smugglers, after'making one or more ‘dry runs,’ actually came over with 
the ‘load,’ so as to permit an interception to be made in professional manner. 
The result was that we became involved in too many dangerous chases at high 
speed, some of which brought success, while in others we were outrun. 

“After much consultation of officers in the field, technical study, and con- 
ference here in Washington, we have changed this whole situation. We have 
installed on practically all of our cars used in enforcement work on the Mexican 
border two-way FM radio of modern design, adequate in range for the work to be 
done, tied in with our own fixed stations or with the stations of other organiza- 
tions, or both. This is obtained on a rental basis from large and responsible 
organizations, so that we can be assured it will be kept in first-class condition, 
and can be replaced if it becomes obsolete. Our agents tell us that in many 
situations, every two-way radio set is worth as much as another agent. 

“At the same time, it must not be thought that patrol activity has been en- 
tirely neglected; this is far from the case. While our own patrol was abolished, 
the Immigration and Naturalization Service still maintains a patrol much larger 
than ours ever was, aggregating some 1,200 men. We have always worked very 
closely with that Service, and a few years ago made what we considered an 
outstanding advance by arranging a cross-commissioning of our respective in- 
spectors. Meanwhile, the immigration patrol has always been alert in the cus- 
toms interest and has made many important seizures. In an endeavor to pro- 
vide that body with every facility in rendering this appreciated help, we have 
during the past year commissioned all 1,200 of its officers as customs officers, 
thus giving to them all the powers of officers actually on the payroll of our 
Bureau. 

“We have taken a similar new look at the situation in other places besides the 
border. In general the situation as regards the number of agents available is 
not disquieting except at New York, where a current shortage of agents will 
be met shortly by either transfer or appointment of new agents. 


“PORT PATROL 


“What we believe is a more efficient procedure has been put into effect at 
New York and other ports, having in part been made necessary by curtailment 
of the staff of port-patrol officers. In an effiort to make our supply of such 
officers go farther, we made the experiment in several places of taking some 
of the more promising men, not qualified perhaps for service as agents, but 
alert and able to work alone, and putting them into civilian clothes assigning 
them to roving duty in dock areas or other places where it appeared they might 
be able to uncover violations. 

“The results fully justified our faith. In most places it was found that these 
relatively small groups of selected men made more seizures than the remaining 
port-patrol bodies working along conventional lines. We have accordingly 
put the operation on a permanent basis by designating the men in question as 
customs enforcement officers. They form a valuable part of the staff of the 
collectors under whom they serve and are doing a more effective enforcement 
for a dollar spent than they would if they were in uniform. 


“BAGGAGE EXAMINATION 


“Some of the principal factors contributing to the enforcement problems 
facing the customs service today have arisen by reason of the tremendous in- 
crease in international travel. In 1947 about SO million persons arrived from 
foreign countries. In 1955 almost 118 million persons arrived. This represents 
an increase of almost 39 million, or 53 percent. 

“The obvious answer in handling this increase in travel would appear to be 
increasing personnel. However, during this same period of time Congress in- 
creased the personal exemption allowed foreign travelers from $100 to $500 
in cases where a resident was out’ of the United States 12 days or more: and 
from $100 to $200 where they were out over 4S hours but less than 12 days. As 
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a result of the increased exemption, we found that less than 8 percent of 
overseas passengers were filing dutiable declarations and less than one-tenth 
of 1 percent of persons arriving from contiguous foreign countries were filing 
dutiable declarations. 

“It is a matter of record that most of our important seizures of narcotics, 
diamonds, watches, and other high-value merchandise resulted from informa- 
tion obtained in advance of arrival of the contraband. 

“For these reasons it was felt that some course other than the mere increase 
in the number of hands to do the job was needed. Another reason which 
prompted this consideration was the lack of suitable facilities to handle such 
an increase in workload even if additional manpower were supplied. 

“Accordingly the so-called spot-check method of examining baggage was 
instituted. No one, I am sure, has ever represented that such a check to intercept 
contraband is as effective as a complete and thorough examination and search 
of every trunk, bag, parcel, etc. However, the truth of the matter is that even 
under the old system of baggage examination, very few pieces of baggage were 
ever given a searching examination unless the inspector had some reason to 
believe that everything was just not right. 

“In view of the above, we feel that the present method of baggage examination 
is the only practical solution to handling the present volume of traffic without 
unduly harassing and inconveniencing the traveling public. We also feel that, 
with the additional emphasis now placed on developing sources of information 
both in foreign countries and in this country, an effective enforcement program 
as is practicable is now being carried out on the examination of passengers’ 


baggage. 


“UNCONVENTIONAL WEAPONS OF ATTACK 


“The problem of the introduction into this country of atomic weapons and 
other unconventional weapons of attack is similar to the problem of the smug- 
sling of narcotics and cannot necessarily be met by increasing manpower and 
stepping up normal examination procedures. This problem is being met by in- 
telligent application of scientific know-how in this particular field. 


“OVERSEAS ENFORCEMENT OFFICERS 


“Besides our enforcement staff in this country, we maintain in strategie spots 
abroad a few men specially trained in this country, who devote all their time, or a 
substantial part of it, to enforcement work. These embrace 1 in Paris, 1 in 
Antwerp, 1 in Mexico City, 1 in Habana, 2 in Hong Kong, and 2 in Tokyo. 

“The principal function of these men, of course, is to obtain information of 
violations of American law. For obvious reasons it is not desirable, even in 
such a discussion as this, to particularize too much on the details of their work, 
but it may be pointed out that Europe is the source of most of the smuggled 
diamonds and watch movements which reach this country and much of the 
smuggled narcotics; that Cuba is a near neighbor where revolutions have fre- 
quently been fomented; that Mexico is an important source of narcotics and 
incomparably the most important source of marihuana; and that the Far East 
produces opium and its derivatives in studendous amounts. 

“Our agents in Hong Kong were directly responsible for one 73-ounce seizure 
of heroin made in Los Angeles in January 1955, and they have been of assistance 
in various other cases, such as the 24%4-ounce Bronxville seizure made in New 
York in November 1954, and the 62-ounce Fernhill seizure made in Boston in May 
1955. They were also of direct assistance to the Hong Kong authorities in 
connection with the seizure in that colony of several lots of heroin intended for 
transshipment to the United States—1 of 25 ounces, 1 of 50 ounces, and 1 of 
over 31 pounds, as well as various smaller quantities. Our agents in Tokyo 
were similarly active in connection with seizures effected in Japan, including one 
of 42 pounds of heroin and morphine. 

“One impression which has of late been given some expression is the idea 
that we are undermanned at these foreign posts. This view is perhaps natural, 
for it is most obvious that several of the countries involved are for instance rife 
with narcotics far beyond the imagination of the stay-at-home American. 

“Within this field of operation there are certain limitations. The most im- 
portant of these lies in the fact that in foreign countries we operate as guests, 
not working alone and on our own authority as at home, but operating always by 
the rendition of assistance to the local authorities whenever we can be helpful. 
This situation in many cases imposes a further severe limitation. 
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“Tn view of the potential high returns and relatively low cost of enforcement 
work carried out abroad under favorable conditions, this is one activity for which 
we shall always try to find the money whenever conditions offer the promise of 
effective work. 

“Davin B. STRUBINGER, 
“Acting Commissioner of Customs.” 


All this evidence leads this Department to the firm conclusion that its present 
system of checking of the smuggling of narcotics is working effectively. The 
Treasury and its Bureaus of Customs and Narcotics keep this problem under 
constant review as well as other problems in connection with introduction of 
contraband goods. We are ever ready and alert to changing conditions and 
would immediately make appropriate requests for additional moneys should 
such conditions develop. 

We feel that the present program is now adequately protecting the best inter- 
ests of the American people, while at the same time being done in a way with 
the utmost regard for the economic use of revenues from our taxpayers. 

Sincerely yours, 
Davip W. KENDALL, 
Assistant Secretary of the Treasury. 


REPORT OF INTERDEPARTMENTAL COMMITTEE ON NARCOTICS TO THE PRESIDENT 


FEBRUARY 1, 1956. 
The PRESIDENT, 
The White House. 

Dear Mr. PRESIDENT: On behalf of the Secretaries of State, Defense, Health, 
Education, and Welfare, and the Attorney General, as well as myself, I am 
pleased to transmit to you the report of the Interdepartmental Committee on 
Narcotics, which has been completed pursuant to your letter of November 27, 
1954. The departments of the Federal Government concerned with the narcotics 
problem stand ready to carry out the proposals of the report in their respective 
tields. 

You will note that the report emphasizes greater integration of Federal, State, 
and local activity both between the Federal Government and the States, within 
the States, and among contiguous States. In this respect, you may desire to 
call it to the attention of the governors of the States, through the governors’ con- 
ference, for appropriate study and such cooperative action as is possible. 

It is gratifying to report that the Committee has had the benefit of complete 
cooperation of the various departments and bureaus of Government, the mem- 
bers and staff of congressional committees working on the problem, and rep- 
resentatives of State and local governments. 

With your permission, I will transmit copies of this report to the President 
of the Senate, the Speaker of the House of Representatives, the interested com- 
mlittees of the Congress, and the appropriate committee of the United Nations. 

Faithfully yours, 
(Signed) G. M. HuMPHREY, 
Secretary of the Treasury. 


The survey which is the subject of this report has been conducted by a com- 
mittee representing the Departments of State, Treasury, Defense, Justice, and 
Health, Education, and Welfare, during the past year. The objectives of the 
study were those outlined in a letter from the President to the four Secretaries 
and to the Attorney General on November 27, 1954, as follows: 

“DEAR Mr. SECRETARY: It is gratifying to know that your representatives 
have been meeting with representatives of the other departments concerned with 
the problem and with my special counsel as an informal committee to review and 
coordinate the Federal Government’s programs to combat narcotic addiction in 
this country. 

“In order to define more clearly the scope of the problems which we face and 
to promote effective cooperation among Federal, State, and local agencies, a 
comprehensive up-to-date survey on the extent of narcotic addiction is urgently 
needed and should be made by the Committee. A determination of what the 
States and local agencies have accomplished and what they are equipped to do 
in the field of law enforcement and in the rehabilitation of the victims of the 
scourge should also be included in the survey. In this, I know, the Committee 
will have the enthusiastic cooperation of State and local authorities. 
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“Receipt of the Committee’s report on both subjects as promptly as possible will 
expedite systematic review and improvement of our narcotic programs—local, 
national, and international. I know that devoted and strenuous attention is 
being given to the problem on a number of fronts ; but we should omit no practical 
step to minimize and stamp out narcotic addiction. 

“Sincerely, 
“DwiGcHTt D, EISENHOWER.” 


The method of the Committee has been that of pooling the information and the 
experience gained by the agencies of the Federal Government most directly con- 
cerned and by those other public and private authorities and investigators who 
have become familiar with the problem in its manifold phases. From its study 
and review of this material, it has endeavored to arrive at an evaluation of the 
situation now existing, and at recommendations looking toward a plan for 
integrated Federal, State, and community action most likely to result in its 
improvement, within both the near and the more distant future. 

It is believed that no important, informed point of view with respect to the 
character and dimensions of the problem, or method proposed for its alleviation, 
has been overlooked. The subject is one to which many, in private and public 
life, have given earnest thought. Numerous differing opinions have been ad- 
vanced and complete unanimity has been found on no single aspect of the problem 
except the chemical analyses of the drugs themselves. 

A survey by the Bureau of Narcotics, covering calendar 1953 and 1954 on 
addicts reported by the various enforcement authorities and, to a limited extent, 
by the cooperating hospitals and medical services listed a total of 24,043 addicts 
reported during that period. Approximately 13 percent were under the age 
of 21; of this group of 3,145, 87.6 percent were found to be 18 or over. This 
figure is significant as indicating that unofficial reports of a problem of serious 
dimensions among young people of school age have been exaggerations; the 
number in that age bracket, among the total of 24,043, was under 400. Addi- 
tional names were reported during 1955, bringing the total number of addicts 
known to authorities to approximately 32,000. Preliminary analysis of these 
most recently reported cases indicates a still smaller proportion of those under 
the age of 21. 

The Department of Defense has secured statistical data indicating a rate of 
addiction of less than 3 per 100,000 military personnel, or less than one-tenth 
the estimated rate for the civil population in the United States. A problem of 
some proportions was found to have existed in the Far East. A majority of 
addicts were found to have been involved with narcotics prior to their entry 
into service. The rate of addiction found among military personnel in the Far 
East is in general similar to that estimated for the civilian population, for com- 
parable age groups in the United States. 

A Bureau of Narcotics analysis of arrests for violations of the various nar- 
coties laws during 1954 shows 1,480 by Federal and 18,059 by local authorities. 
This indicates a drop of 17 percent from 1953, during which 1,774 Federal and 
21,853 local arrests were made. A special tabulation of cases involving persons 
under the age of 21 shows 58 Federal and 2,078 local arrests in 1954, against 134 
Federal and 2,598 local arrests in 1953. It is encouraging to note that the greater 
decline, 21.8 percent, was among that younger group. 

In addition to formal studies and reports, the committee has had the benefit 
of numerous consultations with experts within the departments concerned, and 
With others possessing substantial experience with the problems of addiction. 
This has been of great value in the interpretation of the extensive literature on 
the subject. 

The committee is aware of the extremely informative testimony developed by 
the committees of both the Senate and House of Representatives, which have 
been currently conducting hearings on matters pertaining to the narcotic drugs, 
has had the benefit of generous cooperation of their chairmen, members, and 
staffs, and has had the opportunity of reviewing the valuable preliminary report 
of January 9, 1956, on this subject of the Subcommittee on Improvements in the 
Federal Criminal Code of the Senate Judiciary Committee. Representatives 
have participated in a panel discussion on the subject conducted by the Ameri- 
can Bar Association, and attended meetings of the Committee on Drug Addiction 
and Narcotics of the National Academy of Sciences and the National Research 
Council. 

The studies conducted by State and municipal authorities, and by numerous 
private and civic groups, have been reviewed. The committee has been in cor- 
respondence with the State and city agencies concerned with problems of pre- 
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vention and treatment of drug addiction, and enforcement of the narcotics laws. 
It has been aided in this by the officers and Washington representatives of the 
Council of State Governments and the conference of mayors of the United States. 
Among the special studies undertaken on behalf of the committee is the report 
on drug addiction prepared by a committee of the New York Academy of Medi- 
cine. Advantage was taken of the opportunity to visit the Riverside Hospital in 
New York City, and to observe the special program conducted there for the treat- 
ment and rehabilitation of juvenile addicts. 

The committee has been impressed by the consistent support given to the Fed- 
eral controls of the narcotic drugs by physicians and pharmacists; and by the 
manufacturers, importers, and distributors in the drug field. Associations rep- 
resenting these groups have cooperated in assuring compliance with all regula- 
tory measures, and have made notable contributions to the effectiveness of the 
program. 

Drug controls in the United States 

The general properties of the narcotic drugs have been known for many cen- 
turies, one of the early recorded references dating from 5000 B.C. These drugs 
have two striking characteristics: the quality of alleviating pain, extending even 
to the power of reducing anxiety and in some cases causing positive euphoria ; 
and the power of creating physical and psychological dependence, operating 
through increased physical tolerance associated with compulsive craving. 

The beneficial qualities of the drugs are obvious and they occupy an important 
place in medical practice. Their effect of inducing dependence and craving 
when used imprudently have had deleterious effects upon the individual and 
upon society, which have been observed with increasing concern during the past 
century. There have resulted regulatory measures of some degree of stringency, 
in every nation, and these have been supported in recent years by international 
agreements in which about 90 countries have taken part. An important principle 
of all such efforts at control has been that of limiting the use of the narcotic 
drugs to established medical needs, and thus seeking to prevent or minimize 
the harmful consequences of their abuse. 

The basic materials for the common drugs are the opium poppy and the leaves 
of the coca tree. Both substances possess recognizable characteristics of the 
processed drugs, in their crude states. These are greatly heightened by their 
reduction and concentration, resulting in numerous opium and coca leaf deriva- 
tives which possess valuable and also harmful qualities, though in differing 
degrees. Certain of these, notably heroin, have been found to possess unusually 
strong addictive qualities uncompensated by medical properties not already 
available in less dangerous drugs. In consequence, heroin has been determined 
to have no acceptable use in the medical practice of the United States and a 
majority of other countries. . 

Certain synthetic drugs, some of which are chemical compounds not derived 
from opium or coca leaves, have been rejected for medical use for like reasons. 
Others have been found to possess valuable special characteristics, and have 
come into more or less general use. Continuing research in this field has as 
one of its hopeful objectives the discovery of a naturai or synthetic drug with 
beneficial qualities comparable to the familiar narcotics, and without the dan- 
gerous addictive quality. To date, no drug of this description has been pro- 
duced. For this reason it is necessary to be constantly alert to the possibility 
of illegal manufacture and abuse of these synthetics. 

Within the United States, the narcotic drugs were used with considerable 
freedom throughout the 19th and the early years of the 20th centuries. Addic- 
tion was relatively common, though not frequently recognized until after the 
Civil War, when its prevalence among veterans whose first acquaintance with the 
narcotic drugs was in military service gave it for a time the name of “the soldiers’ 
illness.” Narcotics were important ingredients in a number of proprietary medi- 
cines widely sold to the public, as well as prescribed by physicians far more 
freely than in contemporary practice. 

Owing to these circumstances an unknown though certainly large number of 
persons became unwitting addicts; they continued the use of the drugs in one 
or more of the many forms then available. Many of these people must have had 
only slight understanding of the real nature of their involvement with and de- 
pendence upon the drugs. 

There developed meanwhile a considerable number of addicts who resorted to 
the drugs for purely sensual gratification, which they were able to support 
through unregulated purchase, without need for prescriptions. The resulting 
medical and social problems led to efforts, as long as 80 years ago, to estimate the 
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numbers of persons affected and the quantities of drugs consumed. These early 
estimates were based upon sampled reports from physicians and pharmacists, 
usually confined to relatively small areas or segments of the national population. 
The extrapolation of such locally established rates to the whole population pro- 
duced widely differing total estimates, ranging upward to the millions. Careful 
scrutiny of such early estimates and the methods by which they were reached 
suggests that they are of value chiefly as indications that a problem of con- 
siderable importance was already recognized. 

The first truly national estimate of any statistical validity was made by Dr. 
Lawrence Kolb, of the Public Health Service, in 1923, at which time he found 
indications supporting the figure of 100,000. 

By that date, however, the narcotic drugs had already come under Federal con- 
trols, and their manufacture, importation, and distribution were subject to 
regulation. Certain of the States had already adopted restrictive and regulatory 
controls, and the problem had been modified to a considerable extent where eifec- 
tive local measures were enforced. The basic statute establishing Federal con- 
trols was the Harrison narcotic law, enacted in 1914, and incornorat‘d with 
its amendments in the Internal Revenue Code. The Narcotic Drugs Import and 
Export Act of May 26, 1922, further extended direct Federal interest in and 
control over these drugs. 

Enforcement of these laws has been a responsibility of the Treasury Depart- 
ment. The Bureau of Narcotics, established in 1930, is charged with the duty 
of regulating, supervising, and controlling the trade in narcotic drugs, and 
serves as the special administration which the United States became obligated 
to create for this purpose under article 15 of the Narcotics Limitation Con- 
vention of 1931. 

The duties of this Bureau include regulatory supervision over all stages of im- 
portation and manufacture of narcotics, and the registration of physicians, 
pharmacists, and others concerned with their use. It is responsible also for the 
apprehension of those found to be violators of the narcotics laws, including those 
involved in the illicit traffic. The prevention of smuggling, an important consid- 
eration since the United States dees not proauce the materials for the natural 
narcotic drugs, is a responsibility of the Bureau of Customs. These two Treas- 
ury agencies work in close coordination, and each maintains a small number of 
agents abroad for the purpose of preventing illegal shipments to the United 
States and cooperating with the enforcement agencies of other governments. 

The Public Health Service, which was also at that date : Treasury agency, 
pioneered systematic studies of the nature and extent of addiction in the eurly 
twenties. Dr. Kolb, mentioned above, and Dr. Walter L. Treadway undertook a 
series of special studies, widely recognized as important contributions toward 
the development of effective measures for the treatment and rehabilitation 
of addicted persons. In 1928 the Federal Government authorized the establish- 
ment of the special Public Health Service hospital at Lexington, Ky., and 
later a similar institution at Fort Worth, for the purpose of treating narcotic 
addicts. An important purpose was to provide special treatment for Federal 
prisoners known to be addicts, but provision was made also for patients admitted 
on a voluntary basis. 

This Public Health Service activity continues within the Department of Health, 
Education, and Welfare. Its hospitals, unique in their special prozrams and 
facilities for the care of narcotic addicts, are also centers of the first importance 
in the research studies into the properties of the drugs and their effects. The 
extremely productive projects which their staffs huve undertaken are carried 
on in association with the National Research Council, and draw upon the re- 
sources of the World Health Organization and principal medical teaching in- 
stitutions throughout the world. 


Drug addiction—Character of the problem 


At the request of the United Nations Commission on Narcotic Drugs, the 
World Health Organization Expert Committee on Drugs Liable To Produce 
Addiction Crafted a definition of “drug addiction” as follows: 

“Drug addiction is a state of periodic or chronic intoxication, detrimental to 
the individual and to society, produced by the repeated consumption of a drug 
(natural or synthetic). Its characteristics include: 


“(1) An overpowering desire or need (compulsion) to continue taking 
the drug and to obtain it by any means; 

*“(2) A tendeney to increase the dose; 

“(3) A psychic (psychological) and sometimes a physical dependence on 
the effects of the drug.” 
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The World Health Organization committee reiterated in January 1952 its 
opinion that a distinction must be made between drug addiction and habituation, 
and between addiction-producing and habit-forming drugs, that the terms are 
not interchangeable, and that only the expressions “drug addiction” and “addic- 
tion-producing drugs” should be used in documentation with respect to sub- 
stances brought under, or to be brought under, international control. The fol- 
lowing clarifying statement was added at that time: 

“The cycle of administration leading to addiction may begin in legitimate 
medical use but becomes established as a serious problem through self-adminis- 
tration beyond medical need. In the development of addiction there is an inter- 
play between pharmacological action and_ the .psychological makeup of the 
individual.” 

The Interdepartmental Committee has found this broad definition useful for 
the purposes of its study. It is applicable not only to the problem as it exists 
within the United States but also to any discussion of the control measures 
adopted or considered by international groups. 

In a recent statement summarizing the experience of the Public Health Serv- 
ice with the problem of addiction, over a period of 30 years, Surg. Gen. Leonard 
A. Scheele reported : 

“There are two groups of addicts. First are those who, after receiving re- 
peated doses of narcotic drugs during a long and painful illness, become physi- 
cally dependent upon the drug, and, therefore, addicted. In a majority of 
instances, people who become physically dependent in this way will lose their 
dependence simply by gradual withdrawal. A few do go on to become true 
addicts in the sense that they continue to be psychologically as well as physically 
dependent after efforts at withdrawal. 

“The second and by far the larger group represents those in whom drug addic- 
tion is a manifestation of some abnormality of character or attitude. These 
addicts often say that they became addicted after having been introduced to 
the drug by their companions. For these people, the drug fills an emotional need, 
giving them a feeling of security, of being able to meet the realities and frustra- 
tions of life with more equanimity than they could otherwise muster. They usu- 
ally suffer from any one of the types of character or personality disorders and 
have mental and emotional inadequacies that we classify as psychoneurotic, 
psychopathic, or more rarely, psychotic. These characteristics are not limited 
to narcotic addicts, they are found also in the chronic alcoholic and the bar- 
biturate addict. In all of these atidictions, the underlying emotional problem is 
likely to be similar. In fact, some narcotie addicts are first alcoholics, and turn 
to narcotic drugs as a secondary addiction.” 

The Surgeon General has made the following qualifications of the above quo- 
tation: “It should be borne in mind that the mental illness from which addicts 
suffer is rarely of the kind that can be classified as insanity. Their illness is 
similar to that suffered by many delinquents in the population who do not use 
narcotic drugs.” 

Analysis of the data concerning addicts tend to support the following general- 
izations as applicable at the present time: 

1. The addict may be a person of any social, economic, or intellectual 
status. The chances are 4 out of 5 that he is a male—almost exactly a 
complete reversal of the situation existing prior to the passage of the Har- 
rison Act in 1914, when female addicts represented much the larger number. 
More than half are under the age of 30, 13 percent under the age of 21; of 
this latter group, however, nearly all are persons approaching their 
majorities. 

2. Heroin is the drug of choice for the large majority of addicts. It is the 
drug most often encountered in the illicit traffic; it may be easily 
adulterated; addicts report that it produces a greater effect than other 
drugs. Since manufacture or importation of heroin is prohibited within 
the United States, it is available only through smuggling and subsequent 
illicit traffic within this country; it is apparent that heroin addiction re- 
quires some form of contact with underworld sources. It is to be noted 
that heroin is now outlawed by all governments except Albania, Bahrein, 
Belgium, France, Hungary, Italy, and Paraguay. 

3. Since the costs of the illicit drugs have been maintained at high levels, 
it is estimated that the addict dependent upon the illicit traffic must carry 
an expense of from $50 to $75 per week. Regular procurement of such an 
amount, considerably beyond the legitimate means of the average individual, 
accounts in part for the striking record of revenue-producing criminal or 
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other antisocial activity commonly associated with drug addiction. 
able data indicates: 

(a) Established patterns of delinquency prior to and following addiction 
to the drugs; 

(6b) The fact that a large majority of addicts, identified as such through 
other than law-enforcement activities, are found to have become known to the 
police ; 

(c) A high degree of similarity between the settings and circumstances 
m which both addiction and delinquency are prevaient. 

4. Despite the difficulty of arriving at anything like a complete under- 
standing of the phenomenon of addiction, and the conservatism of those 
most competent to form opinions in advancing them, it seems clear that 
addicts of whatever description share a characteristic and abnormal concern 
over the need for relief from pain, discomfort, or anxiety, and that they are 
prone to look for aid in dulling their perceptions. In each case, the addict 
seems to feel the need for relief from some oppressive circumstance, whether 

this relates to physical pain, recognition of personal or social inadequacy, 
or more complex considerations. The effect of the drugs has been likened 
to the function of a crutch, which enables an addict to get along in his given 
situation. Many addicts describe the effects of the drugs in positive terms 
of euphoria, but this apparently does not commonly continue beyond the 
early stages of addiction except for those who become habituated to intra- 
venous injections. For most, the drugs seem to offer an escape which is a 
line of retreat, not an advance. Studies made in New York and Chicago 
indicate that in many instances the first use of drugs results from exainples 
set by addicts enjoying local prestige, as in juvenile gangs; from a desire 
on the part of the individual to gain acceptance by his peers; or occasional 
thrill seekers who use drugs only as a phase in their pattern of delinquency, 
without developing into confirmed addicts. The manner of its spread has 
been felt to justify use of the term “contagion,” particularly in the cases of 
the younger addicts. 

Many and varied estimates have been made as to the number of persons in the 
United States addicted to the narcotic drugs. The committee regards the cur- 
rent estimate of the Bureau of Narcotics, based upon the analysis of the figures 
tabulated later in this report, as the most accurate available. This estimate, 
indicating a current addict census of 60,000, is based upon the records of its 
own agents, and cooperating State and municipal authorities. The validity of 
the method by which it was arrived at is supported in part by the Chicago and 
New York studies, which indicate that a majority of the younger addicts, how- 
ever identified as such, are known to the police. Addiction may exist for a period 
of months before the individual attracts police or other official attention, but 
upward of 90 percent of such cases come within police knowledge within a rela- 
tively short period. Such duplication was found in checking the names secured 
in an exceptionally thorough and confidential census of addicts in metropolitan 
neighborhoods. 

It has been noted further that persons who have arrived at larger estimates 
base their conclusions chiefly on contact with or observation of various cate- 
gories of addicts which are included in the overall addict census maintained by 
the Bureau of Narcotics. 

The committee feels that the existence of one addict is one addict too many. 
But, the estimate of 60,000 narcotic addicts, which the committee regards as the 
most reasonably accurate figure, is not as high as had been expected. The com- 
mittee was heartened to find that the numbers of juvenile addicts is smaller 
than had been thought even though, once again, the committee realizes that the 
addiction of any person, young or old, is clearly a matter of concern. 

It is noteworthy that the rate of addiction found among military personnel 
was at the virtually negligible level of 3 per 100,000. The thoroughness with 
which that special survey was conducted by the Department of Defense, coupled 
with the obvious difficulty of concealing narcotic addiction within the cireum- 
stances of military life, makes such a finding especially encouraging. Only in 
the Far East, where drugs are relatively plentiful and cheap, and civil enforee- 
ment measures largely ineffective, was a significant level of addiction discovered. 
In such an environment, clearly favorable to experimentation with and use 
of the drugs, the rate was found only to be close to that among males of military 
age within the civil population at home. That addiction was not found to be 
more prevalent in this critical area reflects credit upon commanders and service 
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personnel generally, for their adoption of and responsiveness to effective pre- 
ventive measures. 


The enforcement program 


With growing public interest in the narcotics problem has come an intensi- 
fication of the enforcement efforts by local authorities. There are indications, 
meanwhile, that the volume of the illicit traffic is declining. During 1954 there 
were a total of 19,489 arrests under the narcotics laws as compared with 23,627 
in 1953. The arrests of persons under 21 years of age dropped from 2,732 to 
2,136. These figures suggest an encouraging reversal of the trend observed 
during the years immediately following World War II which, like the corre- 
sponding period after World War I, had shown increases in the numbers of 
reported offenses. 

State and municipal authorities have improved their agencies for coping 
with the local problem, by increase of the numbers of enforcement personnel 
assigned to narcotics squads, and providing special training in this field. The 
Bureau of Narcotics has continued to receive a high measure of cooperation 
and support from the local agencies, facilitating concentration of the efforts 
of its own personnel on the major offenders, particularly in interstate traffic. 
The Bureau of Customs has continued its apprehension of smugglers of the 
drugs and has recently strengthened its force of customs agents on the Mexican 
border in order to meet the changing channels of traffic from abroad. 

Notable success has followed the various international efforts at controlling 
the production of the raw materials from which the narcotic drugs are manu- 
factured, and in restricting their conversion and distribution to the require- 
ments for medical and scientific use. The Narcotics Commission of the Unite4l 
Nations, and the World Health Organization, have been fruitfully active in 
this tield. ‘The United States has a continuing interest in encouraging efforts 
toward worldwide, cooperative controls of the narcotic drugs, since illicit traffic 
is supplied through smuggling from abroad. While the synthetic drugs are 
not as yet a factor in international traftic they clearly offer a threat for the 
future of control measures. 

About 90 nations are parties to one or more international narcotics treaties. 
The United States Government has usually assumed the initiative in the adoption 
of these treaties. 

Four organs at present exert international narcotic control: The Commission 
on Narcotic Drugs, which is the general supervisory and policvmaking body, 
reviews annually the situation in all countries, considers necessary improve- 
ments in the control system, prepares new measures therefor, and appeals 
to public opinion. The Permanent Central Opium Board and the Drug Super- 
visory Body are specialized supervisory bodies which work closely together on sta- 
tistical returns and estimates of governments and watch over international trade. 
The Expert Committee on Drugs Liable To Produce Addiction of the World Health 
Organization is concerned mainly with medical aspects of drug addiction, and 
decides which new drugs, particularly the synthetic drugs, should be brought 
under international control. The Division of Narcotic Drugs, part of the United 
Nations Secretariat, works on implementation of existing treaties and plans 
new measures, and conducts scientific research. 

The proposed Single Convention, under consideration for approximately 5 
years, will simplify and replace all existing narcotic treaties, and extend 
control to poppy straw, cocoa leaves, and cannabis, as well as to synthetic 
narcotics. 

The assignment of a small number of narcotics agents to duty in southern 
Europe and the Middle East has resulted in striking accomplishments in the 
way of assistance to the internal police activities of cooperating governments, 
and has aided materially in reducing the sources of supply of the raw opium 
and processed drugs intended for the illicit market. 

Evidence from seizures of drugs in the illicit traffic indicates that the risks 
of the clandestine trade have kept costs at a high level. Coupled with this has 
been a progressively greater adulteration of the drugs (sugar of milk being 
the common adulterant for heroin) associated with the greater scarcity of 
the basic drugs. Quantities seized in average individual cases, or by totals 
over comparable periods of time, have declined markedly in recent years; 
although, as in two recent instances, substantial amounts are occasionally en- 
countered. There are continuing indications that the illicit drug traffic, though 
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still supposedly profitable, has been recognized by the underworld as increas- 
ingly hazardous. 

However, officers enforcing the narcotic laws feel strongly that their activities 
have been severely curtailed by a series of adverse court decisions in the last 
two decades. Their views are summarized in the following paragraphs: 

These decisions upset investigative processes which had had the sanction 
of the courts for many years. Some of the areas in which enforcement offi- 
cers have been restricted are: Evidential use of postarrest admissions and 
confessions; authority to arrest without warrant; authority to search for 
and seize contraband before and after a valid arrest. Officers are compelled 
to desist from close pursuit and to abstain from seizing plain evidence of 
crime before them in favor of obtaining arrest or seizure processes from 
a magistrate, where there is any indication that the circumstances will per- 
mit of that course. The right of defendants to claim a third party’s interest 
against search and seizure on a third party’s premises has been asserted. 
The decisions have practically abolished the conception of a consent to 
search by the accused. Great latitude has been given suspected persons in 
asserting their rights against self-incrimination. 

While restrictions imposed by these court decisions apply equally to all 
Federal law-enforcement e‘forts, there is belief on the part of many able 
law-enforcement people that they penalize with particular force operations 
against the illicit narcotie traffic. This is a well organized, professionalized 
racket, with a high degree of recidivism among violators. These profes- 
sionals are very well informed as to the limitations placed on the operation 
of law-enforcement officers and can be expected to conduct their business so 
as to take full advantage of every new development. Futhermore, the contra- 
band merchandise is small in volume and high in price; a fortune in narcotie 
drugs can be concealed under the clothing. It can be transported to a place 
of safety on a few moments’ notice. 

Even the shortest delay incident to obtaining a warrant from a magistrate 
under the most favorable circumstances would be fatal to many narcotie 
cases. Much of the business is in neighborhoods where alarms are quickly 
spread; much of the activity of narcotic criminals is in the nighttime and 
on weekends, or at other times when a magistrate cannot be reached without 
delay. 

The deleterious results of this line of judicial action come to light occa- 
sionally in borderline cases which may be thrown out of court. What does 
not appear so clearly is the frustration and lack of effectiveness and efficiency 
imposed on the law-enforcement agencies, as the areas of immunity and 
sanctuary of the criminal are expanded. 

That these disabilities are real there can be no question. When the mul- 
tiplicity of areas is considered it is obvious that the cumulative result is the 
equivalent of a severe loss of manpower. In 1950, in an attempt to offset 
some of these handicaps, the Bureau of Narcotics shifted enforcement 
emphasis to the purchase of drugs from violators—a method which is slow, 
costly, and inefficient by previous standards, but designed to avoid judicially 
imposed disabilities. 

In more recent vears there has been a tendency to take what might more 
appropriately be Federal cases into the State courts, because of fear that 
technical considerations would prevent their full development in the Federal 
courts. It is believed that the problem noted here should be considered by 
the Congress and by the judiciary. 

Treatment and rehabilitation 

Patients can now be withdrawn from physical dependence on the drugs without 
difficulty, as is routinely done at the Public Health Service hospitals; but treat- 
ment must usually be carried out in a controlled and drug-free environment 
because of the patient’s psychological or emotional dependence. Institutional 
care thus seems to be an essential for all except those patients possessing 
unusually high motivation. 

Rehabilitation toward resuming a useful place in society is commenced at 
once, and constitutes an important part of the individual’s reorientation, under 
psychiatric supervision. The patient is guided toward a better understanding 
of his own problem, and an effort is made to help him prepare for the give-and- 
take of normal life in a modern community. For many, supervised experience in 
good work habits, and the development of some basic skills, are important. 
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Ideally, he should leave the institution with considerably heightened confidence 
in his own ability to solve many of the basic and recurring problems of ordinary 
life, without the aid of the drugs. 

Inevitably, the transition from institutional to free community life is a difficult 
one. The released former addict is likely to find himself cut off from helpful 
guidance and opportunity at the moment when he feels the need for them most 
keenly. Communities, even families, show a marked skepticism, sometimes hos- 
tility, toward the former addict. Too often he can find quick acceptance only 
in his former haunts, and among those associated with his earlier addiction. His 
attitude may too surely and quickly become that of seeking what appears to be 
the only available and familiar line of retreat, a return to the drugs. 

It seems apparent, therefore, that posthospital followup is essential to hope- 
ful and lasting treatment of the addict. The recently released narcotic patient 
can benefit from many community services where these are available to him. 
They are likely to prove more effective where he can be guided in the light of 
the information gained from the close and continued observation of his special 
problems, gained during his hospitalization. Conversely, the progress already 
made in devising improved methods of institutional treatment would be further 
advanced if they could be planned in the knowledge that certain facilities within 
the individual patient’s community would be available to him after release. The 
interchange and cooperation which could follow, between centralized institutions 
and home communities, would throw additional light on the least understood 
aspect of the addiction problem—those measures most likely to aid in its pre- 
vention. 

Federal, State and local responsibilities 

Although the Federal Government has recognized its large responsibility 
with respect to the control of abuse of the narcotic drugs, it is believed that in 
the aggregate, the major responsibility must inevitably rest with the States 
and the local communities. In recognition of this, commendable attempts have 
been made during recent years to adopt measures designed not only to bring the 
drugs under more effective controls at the local levels, but also to make greater 
provision for treatment and rehabilitation within the communities directly af- 
fected. The Federal Government must clearly retain responsibility for the con- 
trol of importation; and should have the power of license manufacture of syn- 
thetic narcotic drugs, fix quotas within medical needs, and control distribution. 
It should also continue its vigorous enforcement activities with respect to the 
international and interestate traffic, and the breaking up of the major distribu- 
tive networks. Beyond this, it has provided and should continue the important 
work of reasearch into the properties of the drugs, and those courses of treat- 
ment found to be most effective in contributing to the rehabilitation of addicts, 
through its hospital programs at Lexington and Fort Worth. 

With increasing, though yet far from complete, understanding of the prob- 
lem of addiction, has come the realization of its importance to the local com- 
munity, not only as the principal victim of the abuse of the drugs, but also as 
the environment in which corrective measures on behalf of the addict, his family, 
and society can be most hopefully undertaken. With recognition of the im- 
portance and broader implications of the subject, attention has been properly 
directed toward preventive as well as curative action. 

It is apparent that, despite the highly important contribution to a solution of 
the problem made by the Federal neuropsychiatric hospitals, they will be limited 
by the virtually insurmountable problems of effective followup, and reintegra- 
tion of the individual patient into the life of his community after hospitalization, 
without the essential elements of community organization. 

The commttee believes therefore that it is of the utmost importance to en- 
courage the States and at least the major municipalities to undertake an exten- 
sion of their hospital and community welfare programs to include treatment 
and social guidance for the narcotic addict. 

Equally necessary, and perhaps even more difficult to provide, is the coordina- 
tion of activities designed to help the individual overcome the handicap of his 
addiction experience, in resuming his place as a self-reliant and productive mem- 
ber of society. Experience has shown that without such support, a large propor- 
tion of former addicts are likely to return to the use of the drugs. To the ex- 
tent that alternatives are not open to him, he is apt to return to the same environ- 
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ment, associations, and personal dilemma—perhaps in even more aggravated 
form—which originally brought him to recourse to drugs. 


Recommendations 


1. The Federal Government should encourage continuing studies of the nar- 
cotics problem within the States and municipalities. Such studies, related to 
the special circumstances found to exist within the communities concerned, 
should be productive of sound and practical planning for a reduction of the 
problem. The Federal agencies already active in this field can provide valuable 
guidance and information for the assistance of State and city authorities. 

2. It is recommended that assistance to the States and municipalities by the 
Federal agencies include provision of courses of instruction for both public health 
and enforcement officers, to be conducted in Washington and also by visits of small 
teams of qualified experts to appropriate centers. Some Federal support for 
such activities would be required, but it is believed that their cost should be 
moderate. 

3. In each State, and in each city where a narcotic drug problem is found to 
exist, at least one senior law enforcement official should be specifically. charged 
with duties pertaining to this problem. An important function of such a desig- 
nated official would be to undertake coordination of enforcement activities in 
this field, including exchange of reports and information with the Bureau of 
Narcotics and enforcement agencies of other States and municipalities. 

4. There should be available within each State, and the larger municipalities 
where justified by the number of known addicts, adequate provision for the 
withdrawal of addicts from the drugs, and appropriate programs for their effec- 
tive treatment and rehabilitation. In many instances such projects could be 
undertaken as extensions of existing hospital programs. In the planning of 
such facilties, the committee feels that the assured maintenance of drug-free 
environments is essential to hopeful therapy; and that maximum use should be 
made of associated Community resources and services in the social and economic 
readjustments undertaken on behalf of former addicts, following releases from 
institutional care. The suggestion has been advanced that the hospital facili- 
ties and services which would be required might be established on a regional 
basis, by groups of two or more States acting in concert. 

D5. It is recommended that the States give consideration to the desirability of 
establishing or more frequent utilization of present procedures for the legal com- 
mitment of addicts to institutions where they may be treated and rehabilitated, 
either within or without the boundaries of the Sates concerned. 

6. Should certain of the States wish to provide for commitment to the Federal 
hospitals, pending the availability of comparable facilities under State auspices, 
it is recommended that legislation authorizing this for a limited period, in the 
future, and on a reimbursable basis, be considered for enactment. In view of 
the differing circumstances in which such commitments might be made, it would 
be desirable to reserve to the Surgeon General, Public Health Service, determi- 
nation as to the suitability of patients for admission, and their length of stay. 
In determining suitability of patients for admission the Surgeon General should 
be authorized to take into account the mechanisms and programs for follow-up 
and aftercare within the State after the patient is discharged from the hospital. 

7. It is recommended that the Public Health Service Act, Public Law 410 of 
the 78th Congress, be amended to permit the Surgeon General of the Public 
Health Service to disclose information on vuluntary patients under the usual 
regulations governing disclosure of material in the medical records, where, in his 
opinion, physicians and recognized health and welfare agencies will be enabled 
to act in the interest of the patients in further treatment of their addiction. 

8. The progress toward full and effective international controls over the pro- 
duction and distribution of the narcotic drugs is felt by the committee to have 
been highly encouraging. It is recommended that our Government continue its 
policy of close cooperative effort through the agency of the United Nations, and 
with other international groups and individual nations concerned with the 
problem. 

9. Frequent note has been made of proposals for including speciai information 
concerning narcotic drugs in texts and curricula for the schools. The conunittee 
has formed the conclusion that, unless carried out with extreme care, such 
programs might have the undesirable effect of attracting attention to and arous- 
ing curiosity over experimentation with the drugs. It is felt that further study 
by educational authorities, in concert with those engaged in the regional in- 
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quiries recommended above, is likely to result in programs best suited to local 
problems and conditions. The same eautions are urged on those sponsoring 
motion picture, television, and radio treatment of the subject. The committee 
proposes to seek further advice and counsel on this matter, in realization of 
its extreme importance in assuring a healthful understanding of and popular 
attitude toward the drugs. 

10. The committee has given extended consideration to the matter of fixing 
penalties of appropriate severity for violators of the narcotics laws. It has been 
impressed with the importance of assuring not only deterrents to this category 
of crimes, but also of facilitating social as well as medical rehabilitation of those 
offencers who are users of the drugs. It has considered the special problems 
of three groups of persons involved in the illicit traffic in narcotic drugs. 

(a) Violators of the narcotics laws whose involvement is of an exclusively 
criminal character, and who are not themselves addicts or habitual users of 
the drugs. It has been noted that, of the three groups, this group includes 
the highest proportion of major criminals, with respect to other forms cf 
crime as well as the narcotics offenses committed by them. 

(b) Peddlers who are themselves addicted. This group is composed 
largely of persons with records of delinquency or criminality preceding as 
well as following their addiction. Criminal activity of persons in this 
category is usually, but not exclusively, restricted to relatively petty crime. 
Even their involvement in the drug traffic is commonly found in the lowest 
retail brackets. They are however much the more numerous, their aggre- 
gate contribution to the traffic is very large, and their control presents 
peculiarly difficult problems of enforcement and rehabilitation. This results 
from the fact that their use of drugs is associated with some degree of in- 
eapacity for normal emotional and social adjustments, resistance to cor- 
rective and rehabilitative efforts, and the impetus of a habit which can be 
supported only at an expense beyond the legitimate earning capacity of 
the average citizen. 

(c) Addicted persons with either no records of criminal activity, or rec- 
ords of delinquency not involving violations of the narcotics laws other 
than obtaining and possessing the drugs for their own use. Antisocial 
activity among this group is commonly found to be of a petty character, but 
must, in combination with such legitimate activities as occupy the addict, 
be sufficiently productive to support the high costs of addiction. This is 
the least homogeneous of the three groups; its members range from un- 
employables with serious psychiatric problems, to highly skilled professional 
people. It is the class from which a majority of peddlers are recruited, 
and it provides the essential market of consumers for the illicit traffic. It 
includes also the most hopeful subjects of the curative and rehabilitative 
programs, many of whom undergo voluntary treatment in the public and 
private hospitals. 

The committee has found itself in immediate agreement with respect to the 
first and the third of these groups. For the commercial type of trafficker, 
motivated solely by hope of gain from his handling of the drugs, it was agreed 
that penalties of a severe type are indicated. With respect to the third group, 
not involved in importation, manufacture, or sale of drugs, it is felt that the 
problem is principally one of appropriate treatment and rehabilitation, with 
subsequent guidance by interested social agencies within the individual’s com- 
munity. However, note has been made of the fact that in certain instances 
tangible evidence involving known major traffickers may depend solely upon 
possession of drugs. It is felt therefore that any scale of penalties applicable to 
convictions based merely on proof of possession should be broad enough in range 
to cover both the relatively innocuous and the serious offenders. 

With respect to the second group, those involved in both trafficking and per- 
sonal use of the drugs, the question has been raised as to whether the levels of 
punishment most likely to serve as effective deterrents may not obstruct the 
reform and ultimate rehabilitation of the individuals concerned. While recog- 
nizing the probable validity of such arguments, the committee believes that first 
consideration must be given to the protection of society from the trafficker. 

It is to be hoped that the extension of treatment and rehabilitative services 
into communities importantly affected, as recommended elsewhere in this re- 
port, will not only aid in reducing the problem of addiction, but also compensate 
in some degree for the effects of long prison terms on convicted addict drug 
peddlers. The committee has noted the fact that the addict-trafficker has in the 
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past shown a high rate of recidivism, both as addict and as peddler. Where 
he retains or returns to psychological dependence on the drug, he is often less 
responsive to the deterrents of future punishment than the more hardened, 
ordinary criminal. It is to be hoped that, as States and local communities accu- 
mulate experience with enforcement and treatment programs, valuable and much- 
needed data on the peculiarly difficult problem of the addict in crime will be 
produced. Such information should receive close and continued study at all 
levels of government. 

The committee has arrived at the conclusion that there is need for a continua- 
tion of the policy of punishment of a severe character as a deterrent to narcotic 
law violations. It therefore recommends an increase of maximum sentences 
for first as well as subsequent offenses. With respect to the mandatory mini- 
mum features of such penalties, and prohibition of suspended sentences or 
probation, the committee fully recognizes objections in principle. It feels, how- 
ever, that, in order to define the gravity of this class of crime and the assured 
penalty to follow, these features of the law must be regarded as essential ele- 
ments of the desired deterrents, although some difference of opinion still exists 
regarding their application to first offenses of certain types. 

The Department of Health, Education, and Welfare, because of its long ex- 
perience with and responsibility for the treatment of addicts, further recom- 
mends for consideration a legislative step designed to provide for greater oppor- 
tunity for the rehabilitation of certain addict-violators, particularly in groups 
(b) and (c), whose criminal activity is secondary to their addiction. Under 
this proposal, wider latitude would be given to the courts by authorizing them, 
in the case of such addict-violators, to commit the convicted offender for a period 
of hospital treatment, followed by an extended period of conditional release 
under close supervision by specially trained personnel. This procedure would 
be limited to those with the best prospects for rehabilitation, and would be 
applicable only under optimal conditions of posthospital supervision. A few 
cases could be selected immediately for this procedure, to be supervised in the 
few communities where adequate personnel and services for effective supervision 
and rehabilitation are available. The plan could be gradually extended to addi- 
tional communities as effective local rehabilitation programs are developed. 

11. The committee has been impressed by the record of enforcement activities 
carried out by the Burean of Narcotics, and especially by the results of its 
recent efforts at cutting off the foreign sources of supply of the illicit traffic. 
It recommends that consideration be given to an increase in the agent force of 
that Bureau, with appropriately increased administrative and operational 
support. 

12. The development of synthetic drugs with properties similar to the nar- 
coties, not dependent upon foreign sources of supply, has created a need for 
effective controls over their manufacture and distribution. It is recommended 
that consideration be given to legislation which would empower the Bureau of 
Narcotics to license the manufacturers of such drugs, fix quotas to keep total 
quantities produced within the medical needs, and regulate their distribution. 

13. It is recommended that the problems noted by enforcement officers and 
prosecutors, arising from court decisions limiting the procurement and presenta- 
tion of evidence in narcotics cases, be given thorough and careful consideration 
from the standpoint of the optimum in law enforcement, in balance with and 
giving complete effect to the rights of individuals. The committee believes that 
the judiciary and appropriate committees of the Congress and of the various 
State legislatures should be made aware of these problems, in order to deter- 
mine to what extent legislative action is desirable. 

14. The committee has noted striking similarities between the individual and 
social problems raised by the abuse of the narcotic drugs, and such substances 
as marihuana, the barbiturates, amphetamines, and others which affect emo- 
tional behavior. It has been observed that the circumstances and attitudes 
underlying excessive habitual use of such depressants and stimulants frequently 
parallel or precede those associated with the narcotics. It is recommended that 
a similar study of the extent and effects of the improper use of such drugs be 
undertaken, with a view to determining the appropriate scope of Federal, State, 
and local regulatory controls. 


Senator Roperrson. Subsequent to the conclusion of the hearings, 
the following tabulations were received and will be placed in the 
record : 
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(The tabulations referred to follow :) 


TREASURY DEPARTMENT 


Statement reflecting, by organization, the number of employees actually on the roll or 
estimated to be on the roll on the dates specified 


| | 
| Actual Estimated 


Bureau or office | | | | 
| June 30, | Dec. 31, | June 30, sc. 31, | June 30, Dec. 31, | June 30, 
1954 | 1954 1955 955 | 1956 | 1956 1957 


Office of the Secretary ___---- ~ 455 451 | 435 | 37 7 442 
Office of International Finance _- 203 199 192 ‘ 92 194 
Bureau of Accounts ! a 2, 581 2, 353 , 344 - , 387 2, 384 
Bureau of the Public Debt_______- 3,994 | 3,778 3,711 | 3,586 3, 73 3, 788 
Office of the Treasurer be , 149 1, 118 , O88 | , 057 j , 045 
Office of Comptroller of the Cur- 

rency pebaisas , 109 | 1,112 1, 137 | a : | ; , 150 | 
Bureau of Customs : 8, 325 8, 098 :, 100 8, ¢ } 8,15 053 | 
Internal Revenue Service 51,590 | 50,360 | 50,910) 51, j , 626 
Bureau of Narcotics _--- 373 381 384 | F 38. 347 383 
Bureau of Engraving and Printing , 701 4, 172 , 005 3. , O15 | , 003 
U.S. Secret Service bonkcell 567 | 590 | 620 i 438 663 
Bureau of the Mint__....-....---- 883 865 735 j 7 690 | 
U.S. Coast Guard_ : 4,963 | 5,143 | 5,082 , 86! , 868 , 920 
Office of Production and Defense | 

Lending mates f ; ; . é 2 557 | 437 ; 209 | 165 | 132 


| 

Civilian employees: | | 
! 

| 


Total, civilian employees - -- 80,893 | 79,177 | 79,180 | 78,316 79,298 | 79,506 | 79, 608 
Military employees: U. S. Coast | | 


Guard aie alates — -| 29,154 | 27, 956 | 28,607 | 29,294 | 29,108 | 29,318 20, 20 


Grand total : niiostsinlamein nl) Mee 107, 133 | 107,787 | 107,613 | 108,406 | 108,824 | 108, 878 


1 Maximum employment occurs during the 3d quarter of each fiscal year due to heavy seasonal workload. 
On the roll as of Mar. 31, 1955, 2,765; Mar. 31, 1956, 2,717; and Mar. 31, 1957, 2,738. 

2 Under date of Dec. 7, 1954 there was established in the Treasury Department the Office of Production 
and Defense Lending, responsible for the administration of the liquidation of the Reconstruction Finance 
Corporation, Federal Facilities Corporation, and civil-defense loans. During the fiscal year 1954, these 
functions were the responsibility of the Reconstruction Finance Corporation. 


Summary of obligations by object class (excluding trust accounts), fiscal year 1957 


= 
General 

Object class and special 
accounts 


Limitation 


Total 
} secounts 


Personal services_-___-_---- ec ciiec ues _.....-.| $464, 416, 164 | $1,065,000 | $465, 481, 164 
Travel . 14, 498, 580 24, 000 14, 522, 580 
Transportation of things. - aN é ; | 5, 415, 600 3, 000 5, 418, 600 
Communication services _- 3 id 15, 147, 842 26, 000 | 15, 173, 842 
Rents and utility services__- : boca ; 4, 182, 256 | 113, 000 | 4, 295, 256 
Printing and reproduction 21, 320, 260 6, 500 | 21, 326, 760 
Other contractual services - - - | 47,893,894 | 66, 100 47, 959, 994 
Supplies and materials_- ; Sckag 25, 219, 010 5, 750 25, 224, 760 
Equipment . ‘ specu 21, 373, 445 | 21, 373, 445 
Lands and structures ; peat. 1, $14, 050 }........ a 1, 514, 050 
Grants, subsidies, and contributions _- ict ccctensaan “Sees §- : gis 98, 216, 256 
Pensions, annuities, and insurance claims- ----------- DT BO Rasacucccescassl 27, 003, 103 
Refunds, awards, and indemnities_ - ated ere ta Sy 4, 117, 194, 287 
Interest ‘ : 7, 065, 914, 709 | .| 7,065, 914, 709 
Taxes and assessments... : Secké 77, 980 150 278, 130 

Unvouchered - - - sa ‘ ; ; 25, 000 | 500 | 25, 500 


Total obligations-__.---- . wh a i ,929,612, 436 1, 310, 000 11, 930, 922, 436 


RECONCILIATION 


Total, general, limitation, and special accounts__- ‘ bles _ $12, 550, 851, 394 
Cumulative sinking fund (appropriation carried forward) - ihe —619, 788, 409 
Obligations retired from Federal intermediate credit banks, franchise tax receipts (appro- 

priations transferred to receipts) - chaheniceceae’ cebbbiwlas iieiient —146, 400 
Unobligated balances brought forw: ard. Cae canals ‘ . a a ae +459, 261 
Unobligated balances carried forward _----......-.----- : —453, 410 


Total obligations. _- a : aati = ; ..---- 11,930,922, 436. 
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Average positions under appropriated funds fiscal years 1955, 1956, and 1957 
(actual and estimated) 


| 

















Estimated average 
Actual aver- positions 
Bureau and appropriation or limitation | age positions |_ fa at 
1955 
1956 | 1957 

Civilian employees: 
Office of the Secretary: Salaries and expenses - ----...---- | 437 | 443 | 443 

Bureau of Accounts: | | 
Salaries and expenses 359 | 371 373 
Salaries and expenses, Division of Disbursement. 2, 106 | 1, 984 , 004 
Bureau of the P ublie Debt: Administering the public debt | 3, 816 | 3, 730 
U. 8. Office of the Treasurer: Salaries ha dagen : 1,013 | 930 
Bureau of Customs: Salaries and expenses : 7 7, 303 | 7, 357 
Internal Revenue Service: Salaries and expenses. Pe aeeed 51, 821 | 52, 959 
Bureau of Narcotics: Salaries and expenses - - --_- seed 375 | 390 

U. 8. Secret Service: | | 
Salaries and expenses. - -_- 381 | 412 | 434 
Salaries and expenses, White House Police-- 143 | 155 155 
Salaries and expenses, Guard Force aes 68 71 71 
Bureau of the Mint: Salaries and expenses. 735 | 644 | 644 

U.S. Coast Guard: | } 
Operating expenses -- _- es 3, 184 | 3, 166 | 3, 168 
Acquisition, construction and improv ement--....- 22 | 28 28 
Reserve training. ----- sie a soos 24 | 25 34 
eal cence maces 
Total, regular annual operating appropriations 71, 787 | 72, 374 | 72, 720 

Office of Production and Defense Lending: | 

Liquidation of Reconstruction Finance Corporation 313 170 | 121 
Federal Facilities Corporation. --------- nea 265 | 99 | 24 

SSE ee a 6 | sal | 
Total, limitation accounts --.....-....--.-------- 584 269 145 
Total, civilian employees !__._..--- sabe ancecten 72, 371 | 72, 643 | 72, 865 

Military personnel: 

Operating expenses, Coast Guard_-.-.-....----.----.--- eal 25, 441 25, 963 26, 184 
Reserve training, Coast Guard.............---.--------- 22 128 | 128 
Onn: SI no ooci ne ccccakncconsnmes 25, 563 26, 091 | 26, 312 
NN a ce rieeeatietieoel 97, 934 98, 734 | 99, 177 





1 Does not include average positions to be paid from Bureau of Engraving and Printing (revolving fund) 
as follows: 1955 (actual), 4,200; 1956 (estimate), 4,007; and 1957 (estimate), 3,970. 
Senator Roperrson. We wish to thank all the witnesses who have 
appeared before us. 
The committee will stand in recess until 10 o’clock next Friday 
morning. 
(Thereupon, at 11:05 a. m., Monday, February 27, 1956, the sub- 


committee was recessed, to reconvene at 10 a. m., Friday, "March 2, 
1956.) 
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